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Mission

Maryland Department of Housing and Community Development

The Department of Housing and Community Developrnaarks with partners to finance
housing opportunities and revitalize great plaocedviaryland citizens to live, work and prosper.

Multifamily Housing Programs

Working with partners, Multifamily Housing Programegpands quality, affordable rental and
transitional housing opportunities for Marylandbgsfinancing the development, rehabilitation,
and preservation of quality rental communities aadsitional housing.

Multifamily Rental Financing Program Guide, Jany&4, 2011 3




Introduction Section 1

1.0 Introduction

The Maryland Department of Housing and Communitydd@pment (the Department)
administers financing programs for the construgtamguisition and rehabilitation of multifamily
rental housing. Multifamily Housing Programs (Miainily Housing) which includes Housing
Development Programs (HDP) and the Maryland Lovwoine Housing Tax Credit Program is
part of the Community Development AdministratiorD@) and administers these programs for
the Department. With the exception of the Offiod &ommercial Space Conversion (OCSC)
Program, which provides market rate housing, tipesgrams provide affordable rental housing
for lower and moderate-income families and indiaidu

The Department promotes the production and presernvaf affordable housing by providing
financial assistance that is complementary to fuawdslable in the private sector. The
Department administers a variety of homeownersbiptal, and neighborhood revitalization
programs. A major component of its effort is t@hcing of affordable rental housing. The
Department has structured its threshold and evaluatiteria for rental housing to target
projects that meet the objectives set forth iniB8e@.1 below, Vision for Affordable Housing in
Maryland.

Many of the Department’s multifamily funding sousaean be applied for using a consolidated
application form. Awards from some of these sosii@® made under a competitive process
using specific funding cycles. This guide (Guide)vides an overview of how funding requests
for most of these programs are evaluated and pgedesThe Guide and the governing statutes
and regulations are the controlling authority ia gvent of any conflicts with any other written
procedures, processes or documents. The Guidaiesmihe following sections:

* Section 1: Introduction

» Section 2: Overview of the Funding Process

» Section 3: Project Threshold Criteria

» Section 4: Project Evaluation Criteria

» Section 5: Waivers

» Section 6: Loan and Tax Credit Processing Proesdur
* Exhibits

1.1. Applicability

This Guide covers the application procedures ferftilowing multifamily rental housing
financing programs available through the Department

» Multifamily Bond Program (MBP);

» Competitively awarded Rental Housing Funds (RHEuding the Rental Housing
Production Program (RHPP) and Elderly Rental Hay&irogram (ERHP), and Multifamily
HOME Program; and

* Federal Low-income Housing Tax Credit Program (Tagdits).
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Introduction Section 1

Staff will review each application to determine #propriate funding program(s) within the
RHF for the project. The Department has completeretion to determine which program will
fund a competitive RHF award. Resources for the Qieedits and competitive RHF awards are
allocated to projects during scheduled rounds ofpetition.

Applicants requesting only Bond Financing and Tagdls approved with Bond Financing
(non-competitive Tax Credits that are not allocdtech the State’s Tax Credit ceiling) are not
subject to the competitive process but must stétthe threshold criteria and obtain a
minimum score of 185 under the selection critarithis Guide. This requirement applies as
well to projects financed through locally-issuex éxempt bonds and requesting non-
competitive Tax Credits. Additional information 8ond Financing is provided in highlighted
boxes throughout the Guide.

Before submitting an application for funding fromygrogram covered by this Guide, sponsors
are encouraged to meet with Multifamily Housindgfsta discuss the proposed development,
funding options, processing and program guidelinB¢ease contact Multifamily Housing at
410.514.7446 or rentalhousing@mdhousing.org todsdkea meeting.

Multifamily Housing also administers the followipgograms which are not covered by this
Guide:

* Maryland Housing Rehabilitation Program (MHRP);

* Nonprofit Rehabilitation Program (NRP);

» Office and Commercial Space Conversion (OCSC) Rragr

» Partnership Rental Housing Program (PRHP);

» Shelter and Transitional Housing Facilities GrartgPam (STHFGP);

» Multifamily Energy Efficiency and Housing Afforddlty Program (MEEHA);

* MD — BRAC Preservation Initiative; and

» Better Buildings Program

With the exception of OCSC which is inactive anaseld to new applications, separate guidance
on these programs is available through the Depattmeebsite or by contacting Multifamily
Housing at 410.514.7446 mentalhousing@mdhousing.org

1.2. Vision for Affordable Housing in Maryland

1.2.1. Production of Quality Sustainable Developmen t

Development teams must demonstrate the capaaigwelop quality affordable rental housing

in a timely and comprehensive manner. In ordensure the development of affordable housing
that is sustainable over the long term, the Depamtrwill evaluate the scope of work,
marketability, project aesthetics, material set@tdi amenities, design, energy efficiency, and
costs.
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1.2.2. Public Purpose

Developments financed by the Department will bergjr long-term, sustainable real estate
projects offering quality communities for both tfesidents and the surrounding neighbors. The
Department supports projects that offer appropriesedent services, provide housing of choice
to Maryland’s families, workforce, seniors and p&s with disabilities and special needs, and
that support locally identified needs for affordabéntal housing. Projects with local, nonprofit,
or minority or women owned business involvementadse encouraged.

1.2.3. Leveraging and Effective Use of State Resour ces

To maximize the efficient use of State resourdes Department encourages the leveraging of
other resources. For these purposes, competitiveCredits are considered a State resource.
The Department also encourages use of its tax-eixanaptaxable bond program resources as
well as amortizing RHF loans. Projects that carcged with the least delay upon funding
approval are preferred.

1.2.4 Smart, Green, and Growing

Incentives are given to projects that demonstrageability to contribute positively to the on-
going needs of our global environment and, in paldr, preservation of Maryland’s vital natural
resources, its unique geography, the Chesapeakari8biys many tributaries. All projects are
given the opportunity to receive points for envirentally sensitive development and energy
efficient construction elements.

The State’s Smart Growth Initiative applies toraiv construction projects seeking funding
under this Guide. This initiative requires all hgwonstructed developments to be in Priority
Funding Areas (PFAs), which are described in thigd& under the subheading Project Location
and Marketability in Section 3 — Project ThreshGlateria.

Targeted and sustainable growth are encouragedghnearious scoring categories for projects
in designated revitalization areas, transit oridmtevelopments, Qualified Census
Tracts/Difficult Development Areas, or neighborheadth community revitalization plans
involving new construction or rehabilitation of stihg structures.
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Overview of the Funding Process Section 2

2.0 Overview of the Funding Process

A flowchart outlining the funding process can barfd under Exhibit C to this Guide. For
projects requesting Bond Financing and non-competitax Credits only, some of the following
steps may not apply, but more information for theseyrams may be found in the highlighted
text boxes throughout this Guide.

2.1 Application Submissions

Applications for projects that are subject to tbenpetition will be accepted and reviewed during
scheduled, competitive rounds. The Departmentsghiedule and provide a notice of the rounds
of competition for the reservation of financinghelschedule will provide the application
deadline dates. If needed, additional rounds ofptition may be held until all available
resources have been reserved. Only projects thet the threshold requirements set forth in this
Guide, that are submitted by eligible applicants] that have complete applications submitted
no later than the application deadline will be da@d ranked in any competitive round.

Applicants and developers are encouraged to meedianuss proposed projects with
Department staff prior to the competitions. Svaff be able to provide preliminary feedback
regarding project specifics and may be able toigesuggestions for stronger applications.
Please contact Multifamily Housing at 410.514.7##6chedule a meeting.

Applications must be submitted using the Departraeiypplication Submission Package, which
contains more detailed information regarding mamhe requirements in this Guide.
Information in the application submission kit sugrpkents this Guide and should be reviewed
carefully to ensure compliance with these requimgseThe Application Submission Package is
available through the Department’s website at:

http://www.mdhousing.org/Website/programs/rhf/agafion.aspx

Bond Program: Applicant Submission Requirements
Projects requesting Bond Financing, with or withooih-competitive Tax Credits, may submit an apfiticaat any
time.

2.2 Threshold Review

This is a screening process that is intended toiedite projects that do not meet basic
requirements. Department staff reviews applicatiand supporting documentation to determine
compliance with the Department’s criteria and tprape any requests for waivers of threshold
criteria. If projects satisfy all threshold crigeor receive a waiver, they will then be evaluated
against the project evaluation criteria. Incomphgtplications, projects that do not meet the
threshold requirements or projects which are deaie@iver, will not be rated against the project
evaluation criteria and will not be ranked durihg tompetitive process. Instead, these
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applications will be withdrawn from processing dhd sponsors notified of the deficiencies.
Rejected applications may be strengthened andmated in a subsequent round.

Bond Program: Threshold Requirements
Projects requesting Bond Financing, with or withooih-competitive Tax Credits, must also meet athefthreshold
requirements unless specified otherwise. Projegpsesting Bond Financing that do not meet threshol
requirements or have incomplete applications alfidoe/ withdrawn from processing. Request for residaration
may be filed in accordance with COMAR 05.05.02.09.

2.3 Project Evaluation Review

Department staff will rate projects that meet threshold requirements against the Project
Evaluation Ciriteria in Section 4 of this Guide. i avaluation consists of a review of the
application, supporting documentation and a prelary site visit.

Department staff will then present their evaluagiom an internal Department committee for
further review and evaluation. Recommendationsdservations of loan funds or Tax Credits
will be based on the rating and ranking of the gxty by the internal committee and on the
availability of resources. These recommendatioiido& made to the Department’s Housing
Finance Review Committee (HFRC) for review. Afs®aluating the recommendations, the
HFRC will make a final recommendation to the Sexrebf the Department who will, in his or
her discretion, approve projects for a reservaioinnds and further processing. Under certain
circumstances reservations may be contingent oagheval of the State of Maryland Board of
Public Works (BPW).

Projects that are not approved will be withdrawonfrprocessing and the sponsors notified of the
deficiencies so that applications may be strengttiemd possibly resubmitted. Sponsors of
unsuccessful applications are encouraged to méletind Department’s staff to discuss in more
detail the evaluation of the projects.

Loan and Tax Credit Processing Information — Sexi&@e6.0.
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3.0 Project Threshold Criteria

To be evaluated against the Project Evaluatiorefaiin Section 4.0 of this Guide, projects must
meet all of the following threshold criteria. Tlkagquirements are intended to eliminate
projects that do not meet basic program guidelamesto ensure that Department resources are
reserved for projects that are viable and reagydceed. Projects that (1) do not meet the
threshold criteria; (2) have incomplete applicasioor (3) fail to demonstrate compliance with
applicable federal and State laws, including fausing laws will be withdrawn from processing.
After a reservation has been issued, projectsdihaipt continue to meet threshold criteria will
be withdrawn from processing. Except for requirateef the programs’ governing statutes, the
threshold requirements may be waived at the Depearttsrdiscretion for compelling reasons that
are not inconsistent with the applicable statuée Section 5.0 of this Guide for waiver
provisions and requirements.

3.1 Application Material

3.1.1 Application Submission

Complete applications for projects seeking competiinancing must be received no later than
the prescribed date and time. Sponsors must siwmit2) complete copies of the application
form including all attachments and exhibits. Apption forms should not be re-typed, changed
or modified in any manner. The Department resettvesight to require electronic submission
of its application. All information on the applica must be completed or indicated that it is not
applicable. All required exhibits must be includgedl all required documentation must meet the
criteria specified in the Application SubmissiorcRage. Incomplete or late applications will
not be considered for funding under any programmr. applications seeking competitive
financing, no new application material concerning project will be accepted after the
application deadline date. However, the Departiradrits discretion, may request applicants to
submit clarifying information. Documents submittedh the applications, such as market
studies, environmental assessments, and agreemergsbe less than one year old. For
applicants seeking competitive financing, lettdrsupport from local government must be for
the specific round.

3.1.2 Application Fee

Application fees must be paid simultaneously witlbefore submission of an applicatioAll
application submissions, including repeat submissioust include evidence that the $1,500
application fee has been paid. Applications reakiveghout the required fee will not meet the
threshold requirements. Application fee checksape/to the “Community Development
Administration” should be sent under separate ctvéne DHCD Central Cashier, P.O. Box
500, Crownsville, Maryland 21032. A copy of theeck should be included with the application.

3.2 Development Team

Members of the development team are individualsrganizations, including officers and
directors of corporate members of the team, gemparahers of partnership members, and
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managing members of limited liability companiestthre involved in the development of the

project in any of the following roles:

* Applicant;

» Developer and co-developer, if any;

* Guarantor(s);

* Owner (including any ownership interest other thianited partners or non-managing
members);

» Architect;

» General Contractor;

* Management Agent.

3.2.1 Previous Project Performance

Members of the development team may not:

» Have participated as an owner or manager in theldpment or operation of a project that
has defaulted on a Department or other governnrgmivate sector loan in the previous five
years;

* Have consistently failed to provide documentatiequired by the Department in connection
with other loan applications or the managementapetation of other existing
developments;

* Have been involuntarily removed within the previdugears as a general partner or
managing member from any affordable housing praojdwetther or not financed or subsidized
by the programs of this Department;

* Have a current limited denial of participation frohe U. S. Department of Housing and
Urban Development (HUD);

* Be debarred, suspended or voluntarily excluded fpanticipation in any Federal or State
program; or

» Have been directly involved with any project placedthe Department’s defaulted loans
watch list due to actions which, in the opiniortleé Department, are attributable to the
sponsor or the development team.

* Have unpaid fees, loan arrearages, or other oldigatiue to the Department on other
projects.

This evaluation will be based on mandatory disalesiy development team members,
including submission of financial statements megthre criteria specified in the Application
Submission Package, as well as a review of Depattreeords, personal credit histories,
commercial credit reports, and other availablermfation. Failure to disclose required
information on the application may subject the agapit to penalties under Maryland law.

3.2.2 Financial Capacity

Members of the development team acting in the sbkponsor, developer, guarantor, or owner
will not be considered for funding if they have ampState or federal income, payroll or other
taxes as of the application date or a record witténpast five years of any of the following
which are unacceptable to the Department:
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» Chronic past due accounts;

* Substantial liens or judgments;

» Three or more instances of unpaid taxes (everrédprior to the application date);
» Foreclosures or bankruptcies; or

» Deeds in lieu of foreclosure.

This evaluation will be based on mandatory disalesiy development team members,
including submission of financial statements megtire criteria specified in the Application
Submission Package, as well as a review of Depattmeeords, personal credit histories,
commercial credit reports, and other availablermfation. Failure to disclose required
information on the application may subject the aapit to penalties under Maryland law.

3.2.3 Previous Participation

Development team members are also ineligible toqgoaate in the program if they previously
received reservations or commitments of fundingiftbe Department but were unable to carry

the project forward. This prohibition applies otdyreservations or commitments issued within
five years prior to the date of the application.

For Tax Credits, this includes entities that:

» Received a reservation but were unable to placprbject in service in the year of the
reservation or unable to meet the requirementsdeive a Carryover Allocation;

* Received a Carryover Allocation but could not nteet10% expenditure test deadline
necessary to keep a Carryover Allocation;

* Received a Carryover Allocation or other Allocatiaut could not place the project in
service within the time required by the Tax Cr&tibgram; or

» Demonstrate a history or pattern of non-correceztss health and safety issues as
documented by IRS 8823 forms.

For financing provided through RHF and the MultifgnBond Program, this includes entities
that received a reservation or commitment of laardé but were unable to close the financing.

This section does not apply to cases of the votymedurn of a Tax Credit or RHF loan by a
development team member based on a determinatbthid project as originally proposed is
no longer feasible, provided that the Departmerd widling to accept the return, and there was
no loss to the Department of State resources.

3.3 Local Government Support and Contribution

Applications must include either a final resolutioom the governing body of the local
jurisdiction or letter of support from the highestcted official of the local jurisdiction in which
the project is located. Support should not be cgetnt upon the completion of tasks or
improvements that are unrelated to the project) sisooff-site work that is not necessary for
completion of the project. For projects seeking petitive financing, the application must also
include evidence of a local contribution for thejpct.
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Bond Program: Local Support
Bond Financed projects that do not include Rentaldthg Funds do not need a contribution from tlecallo
government. However, a letter of support fromhfghest elected official dated within 90 daysha bond
application must be included in the original sulsiais for funding and a local resolution supportihg project mus
be provided prior to issuance of the preliminarplpuoffering statement or issuance of the 842(ligjllity letter
for projects receiving Tax Credits.

Prior to closing, the project sponsor must submésalution supporting the project in a form
acceptable to the Department from the governingy loddhe local jurisdiction and highest
elected official of the jurisdiction.

Local contributions should be made from local reses and assets. If the project is located
within a municipality, the resolution or letter eipport as well as the local contribution must be
made by the municipality. If the municipality, la@ise of limited resources, is unable to make a
local contribution to the project, the county inieththe municipality is located may make a
contribution to the project “on behalf of” the maipiality. In such cases, a letter or agreement
between the county and municipality must be suleahitegarding the contribution along with
evidence of the contribution.

Acceptable forms of contributions include, but aog limited to:

* The donation or long term leasing of land or imgoents;

» Capital funds for acquisitions, construction, rahion, or development costs;

* Locally installed infrastructure or site improvertewhich reduce off-site costs attributable
to the project;

* Waiver of local fees for permits, tap fees, imdaets and other fees and charges;

* Real estate tax abatement, or payment in lieuxafsta

» Operating or rent subsidies for the project; and

* Long-term agreements for a political subdivisiorptovide services at no cost to a project
such as trash collection, road or grounds maintnan

A local contribution must generally reduce the depment or operating costs of a project. In
some circumstances, the Department may accept tyfies of contributions that otherwise
support a project.

3.4 Site Requirements

3.4.1 Site Control

Sponsors must have sufficient site control to alppejects to move forward if they receive a
reservation of funds. At the time of applicatisite control should extend for at least 360 days
after the application deadline date (including egien options). Acceptable evidence of site
control includes deeds, contracts of sale, legmashase options or other evidence at the
Department’s discretion.
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3.4.2 Utility Availability

Evidence that public water, sewer, electric, galgphone and other utility services are at project
sites or will be available during the construct@mrehabilitation period must be provided.
Acceptable evidence of utility availability may Inde a letter from the development team’s civil
engineer, the utility company providing the serygeesponsible local official or, for existing
buildings, copies of recent utility bills. Altengdy, the applicant may provide a certification in
the form provided in the Application Submission Raye.

3.4.3 Zoning

Properties must be properly zoned for their inteinase. If a zoning change, variance or

exception is required, sponsors must provide theviing information in the application:

» Documentation illustrating the present status efgloposed zoning change, the local
planning and zoning process;

» Contact information for a local official familiarith the project and responsible for the
approval process; and

* A detailed schedule with projected dates for olagithe required approvals corresponding
to the project schedule in the Application Subnaoisg?ackage.

3.4.4. Environmental Assessments

Each project must comply with applicable requiretaei local, state and federal environmental
laws and regulations. As part of the Applicatiorb®ission Package, an environmental
assessment checklist or environmental report,aflable, must be included. Environmental
Assessments should not be more than one year olated from application submission.

3.4.5 Scattered Sites

Projects located in a revitalization area as deedrin Section 4.2.1 of this Guide and involving
either the rehabilitation of existing scattere@ sibomes or new construction on non-contiguous
vacant infill lots, whether as a stand alone pitope@s part of a larger scattered site
redevelopment project, must include in the apgheea current revitalization plan for the
community. The revitalization plan must be predareaccord with the requirements of Section
4.2.1 of this Guide. No targeted unit in a scatiesite project may be adjacent to a vacant unit
that is not part of the project or specificallygated for redevelopment in the revitalization plan.

3.4.6 Exceptions

The requirements for site control, availabilityutifities, environmental and zoning compliance,
and scattered sites are not applicable to projeatanvolve the purchase of completed
residential units constructed under a density boaffisrdable zone or other comparable
program. Instead, sponsors of these types of gigojpust provide a detailed proposal for
identifying specific sites and indicating how ankem they will obtain site control.

3.5 Project Location and Marketability

3.5.1 New Construction and Priority Funding Areas

All projects involving any new construction mustlbeated in a Priority Funding Area (PFA)
under Maryland’s Smart Growth Initiative. PFAslude:
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» All incorporated municipalities including Baltimog&ity, with some exceptions related to
water, sewer and density for areas annexed afteladp 1, 1997;

» All areas between the Baltimore beltway and thdiBale City limits and the Washington,
DC beltway and the Washington, DC boundary;

» All areas designated as Sustainable Communitidefased by the Maryland Annotated
Code, Housing and Community Development Articlest®a 6-201(1);

* Federal and State enterprise zones;

» All areas designated by county governments as PiR&lsiding rural villages designated in
county comprehensive plans as of July 1, 1998; and

» Certified heritage areas within locally designageowth areas.

All applications for projects involving any new aruction must include a letter from the county
government that certifies the project is located PFA.

3.5.2 Market Study

Applications must include a market study prepangdrindependent professional who has
experience with multifamily rental housing and/ax tredit housing in Maryland and whose

firm appears either on the list of acceptable ntaekalysts maintained by the Department or on
the list of firms who have undergone peer reviewt®yNational Council of Affordable Housing
Market Analysis NCAHMA). Market studies should not be more than one giebas dated

from application submission and should conformhrequirements set forth under Section
4.3.1 in the Project Evaluation Criteria sectiortto$ Guide. A list of acceptable market analysts
from CDA'’s approved list of appraisers and marketlgsts is on the Department’s website at:

http://www.dhcd.state.md.us/website/programs/rhéidoents/AppraiserList.pdf

3.6 Occupancy and Rent Restrictions

3.6.1 Minimum Occupancy Restrictions

At a minimum, applicants must agree that low-incamés in the projects will be rented to
families with incomes and at rents that do not egdbe levels required under the proposed
funding source.

3.6.2 Preference for Individuals with Physical Disa  bilities

All projects funded pursuant to this Guide mustueaghat individuals with physical disabilities
have priority for occupancy of any units qualifielder théJniform Federal Accessibility
Standards (UFAS)However, in ensuring that individuals with didiles receive priority for
UFAS qualified housing, owners are not requiredisvegard occupancy restrictions imposed by
any applicable financing program, State or fedieralor lease.

3.6.3 Relocation and Displacement

Generally, the Department will not participate ipraject if the development results in the
permanent displacement of more than 5% of the lgldedisabled residents or 10% of the non-
elderly residents dwelling on the site of the pgabproject. If the project will result in the
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relocation of any tenants (i.e. households or lmssias), the Department expects that the
applicant will comply with the requirements of tdaeiform Relocation Assistance and Real
Property Acquisition Act of 1970 (42 U.S.C. 460%mknown as “URA”) and §104(d) of the
Housing and Community Development Act of 1974 (43.G. 85304(d)) regarding resident
notice and compensation. These requirements apply funding requests regardless of the
ultimate source of the funds.

All applicants should make themselves familiar WRA and §104(d) requirements, including
notices from both the purchaser and seller to eeggithat may apply to their project. The
Department will consider waivers to its cap on pement displacement only to the extent that
the displacement complies with URA and leveragéstsuntial federal investment. Information
on federal relocation requirements and the rightsffected tenants may be found on the Internet
at:

http://www.hud.gov/offices/cpd/library/relocatiomiplications/

3.6.4 Definition of Elderly Housing and Elderly Hou  sehold
The Department defines Elderly Housing as any appéin that proposes to restrict occupancy to
one or more of the units in the project based @ athe Department defines an Elderly
Household as one in which at least one househofdbeeis age 62 or over. These definitions
apply to all applications and projects applying Tax Credits, RHF loans, HOME funds, or
MBP financing as elderly housing. Regulatory agrests filed for the project must conform to
these definitions. Any application for funding telderly Housing that proposes that one or more
of its units will be rented to households that db meet the Department’s definition of Elderly
Household must request a waiver in advance of egipdin submission. Projects failing to
request and receive such a waiver will be rejeata@tireshold review. A market study must
demonstrate demand for the elderly population psegoln all cases, Elderly Housing must
comply with all applicable federal laws, includitige Fair Housing Act.

3.6.5 Public and Assisted Housing Waiting List
All projects must establish a priority for houset®bn waiting lists for public housing or other
federal or State assisted low-income housing. Ppdicant also must demonstrate that the entity
maintaining the waiting list is willing to referriants to the project.

3.6.6 Long Term Use Restrictions and Homeownership Opportunities
All projects requesting competitive Tax Credits /andRHF loans must agree to at least 40 years
of low-income occupancy restrictions, unless acstmed year-15 transition to homeownership
program is presented and accepted. All projecsasting non-competitive Tax Credits and/or
MBP loan funds must agree to at least 30 yearswiihcome occupancy restrictions.

Nothing in this section should be construed adlicting with the Qualified Contract provisions
under the Tax Credit Program pursuant to the latdRevenue Code 842(h)(6) or the Qualified
Contract Procedures established by the Department.

Properties intended for eventual homeownership meigthysically designed to facilitate
marketing for and conversion to homeownershipagylication submission, projects must
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present a strategy that shows how funding will lzelenavailable from project or other dedicated
resources to prepare and assist residents forahsition of the project to homeownership at the
close of the initial 15-year compliance period.

3.7 Financing Terms and Conditions

3.7.1 Other Financing

Letters of intent to provide financing must be fshed for all funding sources identified in the
application. At a minimum, letters of intent mggate that the project appears feasible and show
the amount of anticipated funding, general repayrtesms and any conditions. Letters of intent
from the intended first mortgagee also must inclidelender’s acknowledgement of the
Department’s financing regulations and policies tlender’s agreement to cooperate with the
applicable RHF and Tax Credit processes, as agptepr

In addition to the requirements outlined in thegg@aph above, if financing will be subsidized or
insured, evidence must be provided that the apjat@papplications have been prepared and
have been or are ready to be filed. For projeapgsing financing with an FHA-insured first
mortgage and an RHF loan, the lender must ackn@sledits letter of intent that it will accept
the use of the FHA/CDA Intercreditor Agreement withmodification. Lenders for FHA-
insured first mortgages must also detail the pregaxhedule for Multifamily Accelerated
Processing (MAP). This schedule must correspottld tive developer’s schedule as set forth on
the Application Form.

For projects that will be syndicated for tax crestjuity investment, sponsors must provide a
proposal from at least one syndication firm showhmgamount of expected Tax Credits, the
investor type, expected net proceeds, syndicatistscpay-in schedule and willingness to
comply with the Department’s regulations. The sgatbr’s letter must provide a proposed
schedule for completing its due diligence and iatidhe current status of their review of the
application and project, including whether a sigt\nas been completed

Letters that fail to explicitly include the ackn@aigements and information listed above will be
rejected as incomplete and will result in the aggilon failing threshold review and being
removed from processing.

3.7.2 Rental Housing Fund
The maximum RHF loan per project should not excghillion.

While the Department encourages repayment of itldfwon an amortizing basis, the Department,
at its discretion, generally permits loans fundgdRBIF or a portion thereof, to be repaid on a
cash flow basis. DHCD loans are expected to becgshfrom 75% cash flow. Rates are
generally set at 4% or below at the Departments discretion.

All cash flow loans must be repaid at the encheflban term.

Multifamily Rental Financing Program Guide, Jany&4, 2011 16




Project Threshold Criteria Section 3

Bond Program: Terms and Conditions

Loans provided under the Multifamily Bond Programstnbe amortized at an interest rate set by thexbapnt.
The term of the loan may be up to 40 years foreeitaxable or tax-exempt bond funded loans. Aljguts must be
credit-enhanced so that the bonds sold to fundbtes can receive a rating of “Aa” or better frdra Department’s
rating service.

In addition, loans derived from the Department’siRthd MBP are, by regulation, subject to
restrictions on prepayment, tenant notice and atloe requirements of COMAR 05.05.01, the
RHF program, and COMAR 05.05.02 for the Multifangnd Program.

3.7.3 Tax Credits

3.7.3.1 General
A Tax Credit reservation or allocation (except ampection with MBP or local bond issues) for
any single project is limited t$1,500,000. Reservations or allocations may bé apdir two or
more calendar years. Allocations of Tax Creditspant to 842(h)(4)(B) of the Internal
Revenue Code (federally subsidized tax exempt b@msactions) are limited only by the
amount required, at the sole determination of Ch#gessary for the long term feasibility of the
project. Additional conditions and restrictions Tax Credit reservations and allocations are
provided in the Qualified Allocation Plan (QAP), izh is available on the Department’s web
site at:

http://www.dhcd.state.md.us/website/Programs/rhé{Doents/2008%20QAP%20051308%20FINAL.pdf

3.7.3.2 Financing with Shelter and Transitional Haing Facilities Grant
Program or Partnership Rental Housing Program
Financing from the Shelter and Transitional Hougtagilities Grant Program or Partnership
Rental Housing Program may not be included in tiogept’s eligible basis if competitively
allocated Tax Credits are used. Please contadifdtully Housing before submitting an
application for Tax Credits involving these progeam

3.7.3.3 Balancing Rental Housing Funds and Tax Citd
In order to balance the demand for RHF and Tax i@&ethie Department reserves the right to
adjust the amount of Tax Credits as well as RHEestgd in the application. The Department
also may substitute other sources of funds foretequested.

3.7.3.4 State 30% Basis Boost
As authorized by and to the extent permitted bytiSee2(d)(5)(B)(v) of the Internal Revenue
Code, enacted by “The Housing and Economic Recodetrpf 2008”, HR 3221, the
Department may increase the eligible basis of ptejey up to 30% (a “Basis Boost”) if the
Department determines that the project or a bugldirthe project needs the Basis Boost to be
financially feasible. In making this determinatidine Department will consider one or more of
the following:
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(a) the impact of the additional Basis Boost omaeget’s need for Rental Housing Funds
(RHF) and its financial feasibility;

(b) whether the project will receive points undectton 4.2.2.B by committing to rent at
least 10% of its units to households with income30846 or less of the area median
income; or

(c) whether the project will be owned in whole wpiart by a public housing authority or
a local government.

The Department may make a determination that @&greg eligible for a Basis Boost described
above on its own initiative at any time, based upMew of the project’s sources and uses, or
upon request of the Applicant. An Applicant’s regushould be submitted at least 30 days in
advance of the competitive round deadline and deldocumentation and certification that a
Basis Boost is needed in order for the projecttditancially feasible. Sections 3.7.2 and
3.7.3.1 concerning the maximum limits for Rentausiog Funds and Tax Credits continue to
apply to projects receiving a Basis Boost undey $leiction, unless the Department uses its
discretion under Section 3.7.3.3.

Projects receiving a 30% Basis Boost because atitwtin a Qualified Census Tract (QCT) or
Difficult Development Area (DDA) in Section 4.2.8eaNOT also eligible to receive the State
Basis Boost.

3.7.4 Rehabilitation

3.7.4.1 Minimum Rehabilitation Requirement
For projects that consist of the rehabilitatiorewristing buildings, the Department has
established a minimum rehabilitation standard suemthat meaningful, and not just cosmetic,
rehabilitation is undertaken. The total hard carttton costs (exclusive of fees or overhead
items) of rehabilitation for projects must be a&de$15,000 per unit and supported by a building
evaluation report performed by an engineer or afjo@tified professional. Waivers of this
minimum must be requested in accordance with Seé&tid of this Guide. Rehabilitation
projects utilizing Tax Credits are subject to th@imum expenditure test set forth in 842 of the
Code.

Multifamily Bond Program: Rehabilitation
For bond financed projects, the Department willsidar construction costs less than $15,000 perbasied on
scope of work, reasonableness and affordable hppsoduction. Rehabilitation projects utilizingxr@redits are
subject to the minimum expenditure test set fartB42 of the Code.

3.7.4.2 Energy Improvement Report
Except as noted below, rehabilitation projects wHail to submit at a minimum a preliminary
Energy Improvement Report with the application wik be considered for funding. The
Energy Improvement Report shall take into accob@tdurrent and projected energy
performance of the building. Energy improvemenith\& Savings Investment Ratio (SIR) of 2
or greater and a Cost Effective Ratio (CER) of A @reater must be included in the project
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scope of work. The goal is to make existing buaidgi as energy efficient as possible while
taking into account practical financial and constien limitations

For rehabilitation projects that are required, lwy turrent version of the International Existing
Building Code, to meet requirements of the curtetgrnational Energy Conservation Code
submission of an Energy Improvement Report is equired at threshold review. Other
rehabilitation projects may request a waiver ofEnergy Improvement Report requirement in
accordance with Section 5.0 of this Guide if thejgxt is a gut rehabilitation of existing
buildings that includes the following scope of work

» installation of new insulation and draft stoppirfgiee entire exterior building

envelope;
* new windows and doors in non historic buildingsg an
» installation of all new HVAC system including dwebrk.

3.7.5 Tenant Services

All projects funded pursuant to this Guide mustve services appropriate to the population
served by the project. To be considered for fimranan application must include a certification
by the applicant that they will provide appropriagvices throughout the compliance period or
loan term, as applicable, that address the follgwiased on the population of their property:

* General occupancy developments must deliver ordooaie services that:
improve building and unit maintenance; stabilizeugancy by improving
residents' abilities to upld their lease obligations; and enhance qualityfef
and self-sufficiency for residents, including chéd;

» Senior occupancy developments should deliver ordioate services that:
stabilize occupancy by improving residents' aleititto uphold their lease
obligations throughout the aging process; and estngnality of life through
improved access to or information concerning sesvend benefits, health
promotion, community building and socialization.

» Developments that include populations with speagdds should ensure that the
special need populations served are able to bearefiaccess the services
provided to the general population at the property.

3.7.6 Internet Access

The Department requires that all newly construeted rehabilitated projects have the capacity to
access technology for high-speed Internet in eadlouin a community space. Internet service
provided in each unit may be the responsibilityhef tenant. If service is to be provided in
community spaces, the services provided must ilectuny necessary computer hardware and
software as well as connections and allow reaserstdommodation during evenings and
weekends for tenant work and academic scheduRrsject owners are encouraged to take
advantage of their economies of scale to subsidieenet service to the tenant’s unit. Please
see the Project Evaluation Criteria section of @isde for related scoring points.
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3.7.7 Lead Hazard Elimination

The Department is committed to the goal of 100%hielation of risk from lead hazards in
housing. Upon completion of any rehabilitation exfisting buildings must be certified by the
Maryland Department of the Environment (MDE) agllsafe and meet HUD/EPA clearance
standards. All abatement and clean-up must beedawut in accordance with MDE
requirements (COMAR 26.02.07, Procedures for Algaltidad Containing Substances in
Buildings). All abatement contractors or subcoetves must be certified and accredited by
MDE.

All projects originally constructed before 1950 malso register with MDE’s lead poisoning
prevention program. Projects originally constrddbefore 1978 may voluntarily register with
MDE’s lead poisoning prevention program to obtana&in limited liability from lead-related
claims. The Department strongly recommends thigntarily participation.

Additionally, all contractors and subcontractorgaging in the following activities on projects
built before 1978 must be Lead-Safe Certified, asdated by the US EPA Lead-Based Paint
Renovation, Repair and Painting (RRP) Rule:

» Remodeling and repair/maintenance;

» Electrical work;

*  Plumbing;

» Painting;

» Carpentry; and

* Window Replacement.

For more information regarding licensing proceduard guidelines please contact the EPA
Lead Safe Hotline, 1800-424-5323 or refer to:

http://www.epa.gov/getleadsafe

For information on abatement contractors or subeetdrs, registration forms, requirements and
fees for the MDE lead poisoning prevention progcamtact the MDE Lead Hotline, 1-800-776-
2706 or refer to:

http://www.mde.state.md.us/Programs/LandProgranasiCeordination/index.asp

3.8 Development Budget

3.8.1 Acquisition Price

For all projects, the acquisition price must méetfollowing standards:

* For an arms length transaction, the maximum adipnsprice may not exceed the lesser of
the contract sales price or the “as is” appraisddevof the property.

» For transactions involving a change in use, apalaimust include an “as is” value and an
after rehabilitation value under its projected ubesuch cases, the acquisition cost may not
exceed the lesser of the two values or any lowkreMaased upon the standards for related
party transactions described in this section.
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» For arelated party transaction where the propeaty acquired less than two years before the
application date, the maximum acquisition price maiexceed the lesser of the “as is”
appraised value of the property or the originaluggitjon price plus carrying costs acceptable
to the Department.

» For arelated party transaction where the propeaty acquired two or more years before the
application date, the maximum acquisition price maiyexceed the “as is” appraised value
of the property.

» Department loan funds may not be used to purchas®s or school sites owned by local
governments or religious institutions for convensio housing. Requests for waivers of this
policy should be submitted in advance of applicatieadlines in accord with Section 5.0 of
this Guide.

Additionally, for projects with competitive Tax Ghés and/or a RHF loan, any portion of the
acquisition price in excess of the "as is" valu# mot be financed or reimbursed by any RHF
funds, will not be used in calculating the develdige, and may not be reimbursed from cost
savings at final closing. Acquisition-related puijeosts such as legal expenses associated with
zoning, title expenses, relocation expenses, artdiceengineering fees will not be subject to the
reimbursement limitation described above. BasetherDepartment’s determination that certain
off-site costs add value to the property thesescmsty also be excluded from the reimbursement
limitation.

Exceptions to the acquisition price standards neagubmitted to the Department on a case by
case basis. See Section 5.0, Waivers, for geimdoaination on program waivers.

For purposes of this section, an acquisition isneef as the transfer of title and legal ownership.
Applicants with questions regarding the definitafrarms-length and related-party transactions
should contact the Department. With the appro¥/&he® Department and in order to meet the
10% expenditure test for an allocation of Tax Cisedhe maximum acquisition price may be
increased to include real estate taxes and othefirag costs associated with owning the site
during the period after acquisition and application

The acquisition price must be supported by an aggdrperformed by a licensed independent
professional appraiser. Independent professiguabasers under contract with the Department
will perform the appraisal, and the applicant \paly the costs of any required appraisals. The
Department, at its sole discretion, may acceptpgmaasal that is required by another lender and
prepared by an independent professional appraiséndt lender. For Tax Credit transactions
involving acquisition Tax Credits, the Departmeraymas a condition of a reservation, and at its
discretion, request an opinion from an indepen@# or tax attorney confirming that the
planned acquisition conforms with Section 42(d2)f the Internal Revenue Code (i.e. the
Ten-Year Rule).

3.8.2 Syndication Equity Rates and Related Costs

For projects that are syndicated for Tax Credis,gquity raise-up rate should be within current
market standards. When the project’s gap analygisrformed, the Department will review the
raise-up rate to ensure that it is competitivehentbx credit market.
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3.9 Limitation on Fees

Fees in the development budget are limited accgrdirthe standards established by the
Department for rental housing projects. Projedthaut Section 8 project-based voucher
assistance subject to 8911 of the Housing and CantynDevelopment Act of 1992 (federal
subsidy layering requirements) have the same liroita under a Memorandum of
Understanding between the Department and HUD.eBt®jvith Section 8 project-based
voucher assistance must comply with the standarteeiHUD Administrative Guidelines:
Subsidy Layering Review for Proposed Section 8deteBased Voucher Housing Assistance
Payments Contracts, published in the Federal Regihily 9, 2010. The safe harbor and
maximum standards in the July 9, 2010 HUD Admiaiste Guidelines may vary from those
shown below. See the Qualified Allocation Planftother information.

Category Limitation
Total Builders Fee The total fees allowable foudder, including profit, overhead and
general requirements, may not exceed 15% of thearettruction cost
for new construction projects and 17% for rehadtilin projects
Builder’s Profit 5% to 10% of the net constructicosts
Builder's Overhead 2% to 3% of the net constructiosts
General Requirements 5% to 10% of the net con#rucbsts
Architect Desig! 2% to 5% of the construction contr
Architect Administratio 1% to 3% of the construction contr
Civil Engineers Fe 2% to 5% olnet construction cos
Developer’s Fee 10% to 15% of total developmentscost to exceed $2.5 million

Please see below for additional information.

3.9.1 Net Construction Costs

Net construction costs are equal to the constmaantract amount less builder’s profit,
builder's overhead, general requirements and bees. f

3.9.2 Builder's Fees

The total fees allowable for a builder, includingft, overhead and general requirements, may
not exceed 15% of the net construction cost for cemstruction projects and 17% for
rehabilitation projects. A builder’s profit is peitted even if a relationship or identity of intetres
exists between the developer and general contraktowever, all general contractors must meet
the Department’s guidelines and be approved tasetgeneral contractor for the project. The
allowable profit will range from 5% to 10% of thetrconstruction costs. Small projects and/or
projects with specialized consultants or servibes will exceed the allowable profit range are
required to submit a request for a waiver in acancg with Section 5.0 of this Guide prior to
application submission.

3.9.3 Architect’s Fees

The allowable architect’s fee for project desigrymange from 2% to 5% of the construction
contract amount. For architectural administratibe, allowable fee may range from 1% to 3%.
Small projects and/or projects with specializedstdiants or services that will exceed the
allowable profit range are required to submit aue=q for a waiver in accordance with Section
5.0 of this Guide prior to application submission.
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3.9.4 Civil Engineer’s Fee

The allowable civil engineer’s fee for project dgsmay range up to 5% of the net construction
costs. Small projects and/or projects with spexgaliconsultants or services that will exceed the
allowable profit range are required to submit aue=q for a waiver in accordance with Section
5.0 of this Guide prior to application submission.

3.9.5 Developer's Fee

The developer’s fee must include all fees paidroz@ssing agents and development consultants.
The range of allowable developer’s fees is from 16%5% of total development costs as
approved by CDA based on the table below. Theldpe€s fee may not exceed $2.5 million.

Fee on Development Costs Fee on Acquisition Costs
* 15% on first $10,000,000 * 10% on first $10,000,000
» 10% on amount over $10,000,( | * 5% on amounts over $10,000,(

For projects with proposed developer’s fees in exad# $2.5 million, sponsors must submit a
request for a waiver in accordance with Sectionobihis Guide. Total development costs
include the following: expenses related to the @atonstruction or rehabilitation of the project;
fees related to the construction or rehabilitaBanh as architecture, engineering and legal
expenses; financing fees and charges such as woinstrinterest, taxes, insurance and lender
fees; and acquisition related costs which may oelnaster planning costs. Total development
costs do not include the following: hard or sofstccontingencies; syndication related costs;
funded guarantee and reserve accounts that areaedpy lenders or investors; and developers’
fees. Further guidance on the disbursement ofloeees fee can be found in the Section 6.1.7
of this Guide.

3.9.6 Financial Pro Forma

The financial pro forma of projects will be evalke@tbased on a review of estimated operating
expenses, construction costs, reserve for replateteposits, vacancy rates and debt service
coverage ratios. Sponsors must submit a minimurye2@-pro forma.

3.9.7 Vacancy Rate

The pro forma vacancy rate must be fully suppobtethe market study. During subsequent
underwriting by Department staff, the rate may tjeisted up or down to reflect documented
market conditions.

3.9.8 Project Phasing

Applications for subsequent phases of projectsadirén receipt of a reservation of RHF or Tax
Credit allocations must show evidence that theimaigphase(s) of the project achieved
sustaining occupancy. Multifamily Housing defiresstaining occupancy for this purpose as a
minimum of three months of break-even operatiorts @ or above occupancy. The
Department may waive this requirement upon spe@fitiest in accordance with Section 5.0 of
this Guide.
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3.10 Readiness to Proceed and Development Schedule

As part of the Application Submission Package, Sposimust complete the Anticipated
Development Schedule in CDA Form 202. This schedbbuld be consistent with the
Department’s underwriting and construction reviewgess as outlined in Exhibit C of this
Guide as well as Tax Credit requirements. If gqutois approved for a Tax Credit and/or RHF
reservation, it is expected to meet the developmemtdule as proposed. In cases where a
zoning change, variance or exception is necessangdules must be consistent with the analysis
provided by the development team’s zoning attooresngineer. In all cases, the Anticipated
Development Schedule should reflect the projeeiégmess to use current calendar year Tax
Credits and current fiscal year RHF funds. If @j@ct envisions utilizing other than current
calendar year Tax Credits and/or current fiscat y&dF loan funds, the application must provide
sufficient explanation and supporting information the alternate development schedule.
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4.0 Project Evaluation Criteria

Once projects meet the threshold requirements,iielpe rated according to the nature and
character of the development and, if subject tactimpetition for RHF and Tax Credits, ranked
against other projects. During a competitive roweath application will be evaluated and
awarded points based on the criteria it meets ankied against the other projects included in the
round. The selection criteria outlined below a@sddl on Maryland's housing priorities and
needs.

Bond Program: Minimum Project Evaluation Criteria Score

Applications requesting MBP funding and non-compagiTax Credits must still obtain a minimum scofel85
points under Project Evaluation Criteria to beibligfor funding.

Summary of Evaluation Criteria Scoring (315 Points Total )

See Current Application

4.1 Capacity of Development Team Total 105 Points  Submission Package
Exhibit(s)

4.1.1 Development Team Experience 50 points| Exhibit C, Form 202
4.1.2 Deductions from Team Experien¢e(up to minus 30 pointg)Exhibit F, Form 202
Score
4.1.3 Financial Capacity 25point&xhibit D
4.1.4 Nonprofit/ PHA Participation 15 point&xhibit H, Form 202
4.1.5 MBE/WBE Participation 15 point€Exhibit G, Form 202
4.2 Public Purpose Total 55 Points
4.2.1 QCT/DDA, Rehabilitation and 10 points| Exhibit B, | , Form 202
Revitalization Plans
4.2.2. Income Targeting — Below 60% af 20 points| Form 202
Median
4.2.3 Housing for Individuals with 5 points| Exhibit M, Form 202
Disabilities
4.2.4 Family Housing 5 pointg=orm 202
4.2.5 Tenant Services 15 points| Exhibit K
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See Current

4.3 Project Location and Marketability Total 65 Rk | Application Submission
Package Exhibit(s)

4.3.1 Market Study 40 points| Exhibit A

4.3.2 Housing in BRAC Impacted 15 points| Exhibit J, Form 202

Counties and Communities with Indicators
above Statewide Averages

4.3.3 Projects in Rural Areas 10 point&xhibit A, Form 202
4.4 Leveraging and Long Term Subsidiés Total 30 Points

4.4.1 Leveraging of Non-State Resources 20 points| Exhibit A, Form 202
4.4.2 Long-Term Operating Subsidies 10 points| Exhibit N, Form 202

4.5 Construction or Rehabilitation Cost (Up to 5 Minus Points) Exhibit E
Limits (GSF and Per Unit)

4.6 Development Quality Total 60 Points
4.6.1 Sustainable Development 33 poinExhibit E
4.6.2 Amenities and Design Criteria 27 poinBxhibit E

4.1. Capacity of Development Team

Points are awarded based on the capacity of thelaj@nent team to develop affordable rental
housing, including the extent to which qualifiedlaxperienced professionals are identified and
committed to the project for the long term.

4.1.1 Development Team Experience (50 maximum point  s)

Points will be awarded based on the demonstratedanat experience and qualifications of the
members of the development team. Crucial for dateng the capacity of the development
team are the members of the developer entity imetuthe applicant, developer, co-developer,
guarantors, and general partner or managing meftiteeentity with a controlling interest). The
other lead members of the team are the generalacbot, architect and management agent.
Staff will evaluate the development team membeset@n their record of accomplishment
during the past five years with projects that amglar to the proposed project. Team members
without appropriate experience should establisinpaships with experienced entities.

A scattered site project requires all members efd#velopment team to have prior experience
with similar sized scattered site rental properdied the ability to provide evidence of this
experience. Projects may lose points if a scattsite development is submitted without
documentation of previous performance with simsleaittered site properties. For maximum
points, all team members including those with adhirg interests in the developer and the
project owner should have previous experience sgtitered site developments and operations.
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Scoring for each entity within the team will befakows:

Developer General Architect Management
) o Entity Contractor (8 points Agent
Evaluation Criteria (18 points (12 points P (12 points
! : maximum) !
maximum) maximum) maximum)

The entity(s) has a consistent and
successful track record during the past fiye
years with projects that are similar to the 13-18 9-12 6-8 9-12
proposed project and has shown the abiljty
to remedy problems.

The entity(s) has an overall successful track
record during the past 5 years but may npt
have sufficient experience, has not alway
promptly addressed problems or may no
have sufficient experience with similar
projects.

7-12 5-8 4-5 5-8

(%]

The entity(s) has an inconsistent track

record during the past 5 years, may not
have sufficient experience, has not 1-6 14 1-3 1-4
promptly addressed some problems, or may
not have sufficient experience with similayr
projects.

The entity(s) has limited or no experience
has a record of problems that were not 0 0 0 0
promptly addressed, or has limited or no
experience with similar projec

4.1.2 Deductions from Team Experience Score (Upto 30 Points Deducted)

To avoid a deduction against the Development Tearessponsors must submit a request for a
waiver in accordance with Section 5.0 of this Gulti includes a detailed explanation of the
reasons for failing to meet these standards.

4.1.2.1Previous Participation with Multifamily Housing and Asset Management
Up to five (5) points may be deducted from the Depment Team Experience Score for lead
members (developer, co-developer, general partn@aaaging member, or property
management agent) of the team involved in proaatently in the Department’s pipeline that
are not meeting or have failed to meet the Departsiéan processing schedules, or
construction progress or completion timetablesesehpoints also may be deducted for lead
members (developer, co-developer, general partn@aaaging member, or property
management agent) that have a record of any dbtosving:

Compliance Issues:

Consistent failure to promptly resolve compliancatters as evidenced by outstanding IRS
8823’s with continuing non-compliance issued byDegpartment or other compliance
enforcement action by the Department for the foilmy
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» Failure to maintain income targeting as requiredeurthe loan or Tax Credit allocation
agreements;

» Failure to maintain adequate documentation of teekgibility or qualified basis;

» Failure to timely recertify tenant incomes; or

» Continued occupancy by unqualified households.

Asset Management Issues:

* Untimely submission of required Department assetagament documents including, but
not limited to, annual audits, operating statemant$ budgets;

» Properties with annual physical inspection or manaant performance evaluations with
ratings of “Below Average” or “Unsatisfactory”;

» After the HUD inspection and cure period, consistestory or pattern of failing REAC
scores;

» Failure to maintain a current Management Agreeroarftle with the Department’s Division
of Credit Assurance; and

» Late payments of any type including cash flow bgk.

Construction Issues:

» Failure to pay General Contractor (as stipulatethénconstruction contract) for work in
place.

» Inability to resolve any construction related issughich result in unreasonable delay of
project completion.

4.1.2.2 Project Financing and Underwriting
Five (5) points each may be deducted from the fmiaits otherwise due under the Development
Team Experience score for failure by the applitar@ddress any one of the following financing
or underwriting requirements:

Minimum Reserve for Replacement (RfR) Deposits must not be less than $300 per unit per
year.

For rehabilitation projects, a capital needs assessfrom a qualified third party professional or
comparable engineering report will be required kefoan closing in order to establish a final
amount for the reserve for replacement deposit.ak@rojects, the Department reserves the

right to adjust the RfR amount based on a new alpéeds assessment every five to ten years, at
the Department’s discretion.

Operating Reserves- should be at least three to six months of ptegeoperating expenses

plus all required debt service payments and mom#piacement reserve payments. The
Department when evaluating guaranties for complet@ase-up, or operations will consider the
demonstrated financial capacity and liquidity af thwner or other guarantor. At a minimum,
funded operating reserves must remain in place tinetiproject has achieved economic break-
even operations for one fiscal year confirmed byitnual audit and has reached 90% occupancy
for 12 consecutive months. Thereafter, operatsgrves may be released over the next three or
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more years at the discretion of the Department/ideal the project continues to achieve
economic break-even operations and 90% occupddpgn release, operating reserves generally
may be used to pay any outstanding deferred desefofee and then may be applied to reduce
any State loan, fund other reserves, fund projettebments or otherwise be applied as approved
by the Department.

Bond Program: Operating Reserve Requirements I

Bond financed projects must provide evidence ofmess sufficient to cover project operating or wogkcapital
deficits. Generally, the Department requires thetimum reserve requirements should be at lea®t 1enths of
projected operating costs plus anticipated debicepayments for the period. Projects also muestrany
additional requirements of the credit enhancememtiger for bond financing.

Annual Operating Expenses Per Unit including real estate taxes and excluding reséw
replacement deposits should range from $4,000 ,@0®6per unit.

Maximum Rents —The low-income units in the projects must be restricted as required by

the funding source. For projects receiving prefesded rental assistance, the application must
include information concerning the actual rentéopaid by the tenants and the estimated subsidy
that will be received by the project owner.

Maximum unit rents (including tenant paid utilifjesay not exceed 30% of the imputed gross
income limit applicable to each unit. The impugedss income as well as rent limit will be
based on 1.5 persons per bedroom for units withoomeore bedrooms and 1.0 person for
efficiency or Single Room Occupancy (SRO) unit&nRevels including tenant paid utilities
must be supported by the market study. Rentsséigold allow for a reasonable affordability
window so those tenants with incomes below the mari levels are not paying a
disproportionate percentage (i.e. greater than fi%)eir income for rent. The Department will
consider the project’s capture rate in reviewingphoposed rents. For age-restricted projects,
the imputed household size may not exceed thresmpgregardless of the number of bedrooms.
Current area median income limits and rent limitgisted for household size may be found on
the Department’s website at:

www.mdhousing.org/website/.../rhf/.../LIHT ClIncomaRkeimits040609.pdf

Annual changes to income limits will be posted lo@ Department’s website when available.

Minimum Debt Service Coverage Ratio (DSCR} must be 1.15 to 1 by the first year of
sustaining operations after considering all mustgebt service payments, including Bond
Financed mortgage payments. A debt coverageahtidl to 1 will be required for other
amortizing debt service on RHF provided throughDiepartment. The Department will work
with the sponsor to meet more stringent requiremegnposed by other lenders or equity
providers.
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4.1.3 Financial Capacity (25 maximum points)

Maximum points will be awarded to development @ditand guarantors that have the financial
capacity to undertake the project. Audited finahstatements, compiled statements and interim
statements submitted for determination of financeédacity of the development entities and
guarantors will be reviewed utilizing standard Gallg Accepted Accounting Principles

(GAAP). Working capital sufficient to carry thegpect through pre-development and net worth
sufficient to provide applicable guarantees willde&sidered in determining the principals’
financial capacity. Working capital and net woutitl be calculated based on financial
statements. Financial statements must include legicas of the following: Total Assets, Total
Liability, Current Assets and Current Liabilities arder for points to be awarded in this
category. Points will be awarded as follows:

Net Worth As A Percentage Of Total Liquid Assets As Percentage of Total
Development Cost Development Cost
Over 25% 10 Points > 10% 15 Points
> 4% to 10% 10 Points
Between 10% and 25% | 5 Points Between 2% and 4% 5 Points
Under 10% 0 Points Under 2% 0 Points

Net Worth = Total Assets less Total Liabilities
Liquid Assets = Current Assets less Current Liéibai

To perform this evaluation, the Department requin@s information be submitted with the
application. Please see Application Submissiork&ge for more information.

4.1.4 Nonprofit and Public Housing Authority (PHA) (15 maximum points)

Points may be awarded when the project involvesrprofit organization that is tax-exempt
under Section 501(c) (3) or 501(c) (4) of the Ine#¢Revenue Code and independent of any for-
profit entity or is an eligible public housing aatlty (PHA). The number of points awarded will
be determined based on the role of the nonprofitysor PHA and its demonstrated capacity to
undertake its role in a project of the type angsgaroposed.

Up to 15 points may be awarded when the entityghesntrolling ownership interest in the

project and is a Qualified Nonprofit within the méag of Section 42(h)(5)(B) and (C) of the

Internal Revenue Code which, among other thinggjires that the entity:

1. Materially participate in the development and mamagnt of the project throughout the
compliance period, and

2. As determined by the Department, is neither colattidby nor affiliated with any for-profit
entity, and

3. Has as one of its exempt purposes the fosteritgafncome housing.

Alternatively, up to 10 points may be awarded @ tfonprofit entity has a significant and clearly

defined role and is: 1) a Community Housing Devalept Organization (CHDO); 2) a member

of the development team; or 3) is the tenant semprovider. Up to 5 points may be awarded for

other important roles.
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A PHA may also receive up to 15 points when thé&yehas a controlling ownership in the
project. Up to 10 points may be granted if the Pi#& a significant and clearly defined role and
is a member of the development team or the teramice provider. Up to 5 points may be
awarded for other important roles

A controlling ownership interest means a gredtent50% interest in the general partner of a
limited partnership or a similar arrangement farpooations and limited liability companies.

The Department will consider the extent to whiah pinoject involves specific and significant
participation by the entity and the capacity of éimity to carry out its role. The application rus
include a letter of intent from the organizatioattdocuments the specific services or products to
be provided to the project.

4.1.5 Minority-owned and/or Women-based Business En  terprise
Participation (M/WBE) (15 maximum points)

Preference is given to projects which involve aaniy-owned or women-owned business
enterprise certified by the Maryland Department @nsportation (MDOT) pursuant to the
Maryland Minority Business Enterprise/Federal Disattaged Business Enterprise Program
(MDOT certified). Enterprises certified by a comgdale program operated by a local Maryland
jurisdiction also are eligible for scoring undeisthategory. Further information may be
obtained by calling the Maryland Department of Baortation Office of Minority Business
Enterprise at 800-544-6056 or refer to:

http://www.mdot.state.md.us/MBE Program/Index.html

The number of points awarded will be determineceas the role of the entity and its
demonstrated capacity to undertake its role irogept of the type and scope proposed. Up to 15
points may be awarded when the MDOT or locallyifted entity has a controlling ownership
interest. A controlling ownership interest meamgeater than 50% interest in the general
partner of a limited partnership or a similar agament for corporations and limited liability
companies. Up to 10 points may be awarded for M@DIBcally certified minority-owned or
women-owned business involvement: (1) when theyedties not have a controlling ownership
interest but is a member of the development teataer@nt service provider with a significant
and clearly defined role; or (2) as the civil erggring firm on new construction or replacement
projects where the civil engineer is directly casted by the development entity. Up to 5 points
may be awarded for other important roles.

In general more points will be awarded for a lamgée and demonstrated capacity. Points for a
lesser interest in the ownership entity will be edeal based on the extent of the risks and
rewards of ownership and participation affordedNi2E/WBE participant. The Department will
evaluate the organization of these entities, thistory of housing related activities and their
specific role in the project.
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4.2 Public Purpose

4.2.1 Qualified Census Tracts, Difficult Developmen t Areas, Rehabilitation
and Community Revitalization Plans (10 maximum poin  ts)

Ten points may be awarded for projects, eitherbiiteation or new construction, that contribute
to a concerted community revitalization plan arellacated in a Qualified Census Tract (QCT)
or Difficult Development Area (DDA) as defined ir&ion 42(d)(5)(C) of the Internal Revenue
Code.

For projects not located in either a QCT or DDA phints may be awarded under this category
for rehabilitation or replacement projects, or Thp®for new construction projects, in
neighborhoods that have existing community reaglons plans or are officially designated as:
» Certified Heritage Areas within county designateohgh areas;

* Sustainable Communities;

*  Empowerment Zones;

» Federal or Maryland Enterprise Zones;

* Hotspot Communities;

* Main Street Maryland Communities; or

* Rural villages designated in county comprehensiaegas of July 1, 1998.

Projects located in neighborhoods not listed abosg still qualify for the 10 points for
rehabilitation or replacement housing or the 5 f®ofar new construction under this category if
the application includes eithaj a community revitalization plan for the neighbasdmrb) a
current letter from the local planning departmentaning board confirming the project’s
location in a revitalization area and that the @coontributes to the community revitalization
plan in place for the area.

For a listing of Qualified Census Tracts and Diiftdevelopment Areas, please consult the
HUD user website ahttp://www.huduser.org/datasets/qct.html

For the purpose of qualifying projects for scoringler this category, rehabilitation means repair
of or alterations to an existing building, or binlgs, where a majority of the structural elements
of the original building or buildings, at a minimura incorporated into the finished project. In
its discretion, the Department may award thesetpdina project that involves the demolition
and replacement of an existing occupied housingeprd rehabilitation of the existing building

or buildings is infeasible or impractical. To re@epoints, the replacement project must comply
with the Department’s policies concerning displaeatrand relocation of existing tenants and be
consistent with the community revitalization plan.

A community revitalization plan is a plan that aneistent with Maryland’s Smart Growth
Initiative and established to prevent or revergedécline or disinvestment in the community.
The plan must be local in nature with defined gaphic boundaries. To be acceptable, a plan
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also should include evidence of a concerted planpicess including consultation with and
input from major stakeholders, particularly commymnesidents and businesses. Plans will be
evaluated and scored based on the evidence aedtdrd of the endorsement of the plan by
either local government or by established commumeised organizations. The plan should
include discussions of the types of developmerttiliabe encouraged, the potential sources of
funding, services to be offered to the communigytipipants in the revitalization effort, or
outreach and marketing efforts to be undertakdme glan should include more than a mapping
of where housing, commercial, industrial and otherelopment will be allowed. A County or
municipal zoning or land use plan or consolidatiedh prepared as required by HUD does not
qualify unless it meets the standards for commumenytalization plans as described above.

In lieu of including a plan in the application, tBepartment may accept in the application a
current letter from the local planning departmantaning board confirming the project’s
location in a locally-designated revitalizationaend that the project contributes to the
community revitalization plan in place for the area

4.2.2 Income targeting (20 maximum points)

To be eligible for RHF or a reservation of Tax Grgdsponsors must rent a minimum number of
units to income eligible households. For Tax Grpdijects, at least 20% of the units must be
rented to households with incomes of 50% or lesy@d median income, or 40% of the units
must be rented to households with incomes of 60%s3rof the area median income. All units
financed with State funds must be rented to hoddshwith incomes of 60% or less of area
median income.

A. Weighted Average of Income Targeting.

Up to 15 points will be awarded for projects thatrestrict units for rent to households with
incomes below 60% of the area median income. dWwedt income level considered under
this category is 30% of the area median incomexiiam points will be awarded for
projects in which all of the units will be rentexlliouseholds with incomes of 30% or less of
the area median income. Points for projects witieioincome mixes will be determined
based on the weighted average percent of mediama@er bedroom. Each efficiency or
SRO unit will be counted as 0.67 bedrooms for inedangeting scoring purposes.

Income Targeting
Witd. Avg. Points Witd. Avg. Points | Wtd. Avg. Points
30-32% 15 47% 8 57-59% 1
32 -35% 14 48% 7 60% 0
36 — 38% 13 49% 6
39-41% 12 50% 5
42 — 44% 11 51% 4
45% 10 52 - 53% 3
46% 9 54-56% 2
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Example. A 100 unit rental housing project corsstgt25 one-bedroom units, 50 two-bedroom
units and 25 three-bedroom units. The one-bedrooits will be rented to families with

incomes of no more than 50% of the area mediarentyof the two-bedroom units will be
rented to families with incomes of no more than @%he area median, twenty more will be
rented to families with incomes of no more than 49%e area median, and 10 will be rented to
families with incomes of no more than 30% of tremanedian. Ten of the three-bedroom units
will be rented to families with income of no mdrart 50% of the area median and the
remaining 15 three-bedroom units will be rentedamilies with incomes of no more than 40%
of the area median.

Step One: Find the number of bedrooms serving gadme level.

60% of AMI -- 20 2-bedrooms or 40 bedrooms [20=x4D)]
50% of AMI -- 25 1-bedrooms and 10 3-bedrooms dbé&drooms [(25 x 1) + (10 x 3) = 55]
40% of AMI -- 20 2-bedrooms and 15 3-bedrooms dbé@f#rooms [(20 x 2) + (15 x 3) = 85]
30% of AMI -- 10 2-bedrooms or 20 bedrooms [10=x2Z0]

Step Two: Multiply the number of bedrooms at éacbhme level by the maximum income level
for those bedrooms and add the results.

40 bedrooms x 60% of AMI = 2400
55 bedrooms x 50% of AMI = 2750
85 bedrooms x 40% of AMI = 3400
20 bedrooms x 30% of AM| = 600

Total 9150

Step Three: Divide the result by the total numideeat restricted bedrooms to get the weighted
average percent of median income per bedroom.

9150+ 200 = 45.75% of AMI, rounds to 46% of AMI.
Step Four: Use chart above to determine numbepuoftp for 46% of AMI.

46% of AMI corresponds to 9 points.

B. Income Targeting Bonus Points

Five additional points will be awarded for projectsnmitting to rent at least 10% of the total
units to households with incomes of 30% or lesthefarea median income for the compliance
period. These points may also be awarded for paject based Section 8 projects which obtain
project based vouchers for at least 10% of thesdaita minimum term of 10 years.
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4.2.3 Housing for Individuals with Disabilities at or below 50% AMI (5
maximum points)

Projects that provide integrated independent hguspportunities for individuals with
disabilities, particularly those living on Supplemed Security Income (SSI) or Supplemental
Security Disability Income (SSDI), may be awardethfs in this category. Transitional housing
or other facilities with limits on the term of oggancy or leases by tenants are not eligible to
receive points under this category. Propertiegldged pursuant to a common development
plan along with the applicant’s property but thia aot subject to the Department’'s RHF, Tax
Credit or MBP use or occupancy restrictions alsorent eligible to be scored under this
category.

To receive points, the units must be made availablg to individuals with disabilities at or
below 50% AMI and held for individuals with disab#s at or below 50% AMI, including
SSI/SSDI recipients, until the prescribed percemtagncome-qualified resident individuals

with disabilities is achieved but no longer thand@@s beyond 80% of initial occupancy for new
construction projects. Points will be awarded ¢oupied rehabilitation projects that will market
and hold units for individuals with disabilitiestwiincomes at or below 50% AMI, including
SSI/SSDI recipients upon turnover for at least &gsdafter vacancy. Points will be awarded
based on the percentage of total units within tiogept whether or not rent- or income-restricted
targeted to individuals with disabilities, includithose at SSI/SSDI income levels, according to
the following table:

Percent of Total Units for Individuals with
Disabilities at or Below 50% AMI
10% or more of the proposed units 5 points
8-9% of the units 4 points
6-7% of the units 3 points
4-5% of the units 2 points
1-3% of the units 1 point
Less than 1% of the units 0 points

To receive points, an application should includetir from or a memorandum of understanding
or other agreement with an entity that will asiistapplicant in marketing the units to
individuals with disabilities or special needs. Hponsor also must include with the application
a marketing plan for meeting its targeting commitise

Sponsors should contact the Maryland Departmebisabilities (MDOD), the Mental Hygiene
Administration (MHA) and the Developmental Disatids Administration (DDA) in the
Maryland Department of Health and Mental Hygien@kiMg Choices for Independent Living
(MCIL), and the Maryland Developmental Disabilit€suncil (MDDC) for more information
about serving individuals with disabilities or spgémeeds seeking affordable rental housing.
The following links may be used to learn more alibase agencies:
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MDOD: http://www.mdod.maryland.gov

MHA and DDA : http://www.dhmh.state.md.us/
MCIL : http://www.mcil-md.org/

MDDC: http://www.md-council.org

4.2.4 Family Housing (5 maximum points)
Points may be awarded based on the percentagaaigerestricted units with 2 or more
bedrooms available to individuals or household$ witildren according to the following table:

Percent of Units for Family Housing
10% or more of the proposed units 5 points
8-9% of the units 4 points
6-7% of the units 3 points
4-5% of the units 2 points
1-3% of the units 1 point
Less than 1% of the units 0 points

4.2.5 Tenant Services (13 maximum points + 2 points  for high speed
internet services)
Up to 13 points may be awarded for linking the tdrservice programs outlined in Section 3.7.5
to the project.

A. Services
1. Up to 3 points may be awarded to projects thatealpassive community links for

services rather than active service provision t&-ai with community service
providers. To receive these points, the applicatiust include a narrative describing
the services available in the community that walileess the threshold service
requirements for the property and how they willifyatesidents on a regular basis of
the availability of these services. Project owrtgrsiot need to pay for the services to
receive these 3 points.

2. Up to 10 additional points may be awarded to ptsjétat augment passive
community links for services by identifying a teharrvices provider for services on-
site or in the community. To receive these addéigoints, the application must
include a narrative describing the services torbgiged, how they will solicit and
utilize resident input concerning the type and eaafservices provided, and how
they will fund the services over the life of th@jct. Projects that include on-site
services must be designed to include the necephgsjcal space for the services.
Projects must document active linkages for seryicesided off-site through a
Memorandum of Understanding or other executed ageaewith the community
service provider. To earn maximum points, thegobjnust be able to demonstrate
sustainable funding for tenant services througliéagnservice escrows, grants or
other non-project sources.
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B. Internet Access

Up to 2 additional bonus service points may be de@ifor projects that provide subsidized
high-speed internet services with training and sujpjo each dwelling unit in the project. One
point of the bonus will be awarded for the prouwmsa high speed access to each unit and 1
additional point will be awarded for a program pding subsidized high-speed internet service
and training as an integral part of the tenantiserplan. The owner’s share of the ongoing
monthly costs of high-speed Internet access mawdbeded in the project’s operating budget.

4.3 Project Location and Marketability

4.3.1 Market Study (40 maximum points)

Points may be awarded to projects that fill a destrated need for affordable rental housing in

the local market and that will be competitivdaximum points will be awarded for high quality

market studies that show a strong market demanithéoproject. The market study should

provide a concise summary of the data, analysiscandlusions, including but not limited to the

following:

» A description of the site and the immediate surdog area,;

* A summary of market related strengths and/or wesdegwhich may influence the project’s
marketability;

» An opinion by the market analyst of market feagipihcluding the prospect for long term
performance of the property given housing and deapiuc trends and economic factors;

» For properties with project-based Section 8 agsigtaa marketability opinion in the event
the Section Housing Assistance Payments (HAP) aonis not renewed or expires;

* A detailed project description including the propdsiumber of units by number of
bedrooms, unit size in square feet, utility allos@sfor tenant-paid utilities, and rents;

» A geographic definition (other than a simple rajliofsthe primary market area (PMA) and
secondary market area (SMA) including maps of thidRnd SMA,

* An estimate of the number of renter householdsifigéby income and, if appropriate, age
for the targeted program(s) and special needsssgds if any, in the PMA;

Note: An elderly household is defined as one inchhat least one
household member is age 62 or older per the Definitf Elderly Housing
section in this Guide.

* Rent levels, operating expenses, comparative ayngnidly, turnover rates, waiting lists and
vacancy rates of comparable projects in the manest with an analysis of the competitive
advantages offered by the applicant’s proposecptpoj

* Absorption rate for the proposed project;

» Support for the applicant’s proposed vacancy ratethe income targeting of the project;

* A summary of the project’s positive and negativdlaites and impact on existing projects
already in the Department’s portfolio and projentthe Department’s current processing
pipeline.To ensure that the market study addresses allgleyant properties, the market
analyst should contact the Department to receipeoximity report identifying properties
within up to 5 miles of the project site
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» A Capture Rate for the proposed project overally@l as capture rates for each targeted
income band. Rent burdens (rent plus utility aloee, if any) may not exceed 30% of gross
income;

* A conclusion or executive summary capturing thevaelioformation;

» Chart that shows proximity to public services wdthtances; and

» Map showing access and proximity to public trantgam.

The market study must be prepared by a third-gadfessional experienced with multifamily
rental housing and/or tax credit housing and iseeion the list of acceptable market analysts
maintained by the Department on its website othenlist of peer-reviewed analysts maintained
by theNational Council of Affordable Housing Market Anatg (NCAHMA). The study should
be detailed and provide a logical basis for allatasions.

Higher points will be awarded to applications foogerties with low overall capture rates. The
Department may assign points based on a compasfstapture rates for projects submitted in
the same round with higher points for projects Wotlver overall capture rates and fewer points
for projects with higher capture rates. The Departhprefers to see overall capture rates below
10%. While capture rates for targeted income bamalg exceed 10%, the analyst must provide a
detailed explanation justifying the marketabilifytibese units in order to receive maximum
points. Similarly, where the analyst uses rent bnosdexceeding 30% in calculating capture rates,
the analyst must justify the increased rent burden.

Additional information on recommended practicesrf@rket studies and standard terminology
as well as the NCAHMA-approved list of analystavsilable through the NCAHMA website.
The Department’s list of acceptable market analystg be obtained by calling the Department
or from the Department website at:

http://www.mdhousing.org/Website/programs/rhf/doesmappraiserlistl.pdf

4.3.2 Housing in BRAC Impacted Counties and Housing in Communities
with Indicators Above Statewide Averages (15 maximu  m points)

Points will be awarded to projects that are inrtlme BRAC (Base Realignment and Closure) -
impacted areas (Baltimore City and Cecil, Harfd@dltimore, Howard, Frederick, Montgomery,
Anne Arundel and Prince George’s counties). Ptsjpooviding housing in these jurisdictions
may earn points as follows:

= 10 points for family projects; or

= 5 points for elderly projects, but only if a lodetter of support includes a
statement by the highest local elected officiallaxpng how the proposed
project will result in increased availability offafdable housing opportunities
for the workforce in the jurisdiction.
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Five (5) additional points may be awarded for fgrhibusing projects located in school or
election districts or census tracts with certaip #emographic indicators at rates higher than
statewide averages. These indicators includeatteunot limited to:

* Maryland School Assessment (MSA) scores (elemetadysecondary);

* Median home sales prices;

» Educational attainment (high school and bachelbegrees);

* Employment;

* Personal income;

» Voter participation; and

* Homeownership rates.

To be considered for these five (5) additional pgithe stability of the community must be
demonstrated by a majority of the type of aboveaye demographic indicators described above
as evidenced by the market study prepared in aganoedwith the requirements of Section 4.3.1,
Market Studyabove. The demographic data must be the mosrduavailable at the school
district, election district or census tract levad,applicable.

4.3.3 Projects in Rural Areas (10 points)

Ten (10) points will be awarded to projects thatiarrural areas as designated by the Rural
Development programs of the U.S. Department of @dture or that are either in federal
Community Development Block Grant (CDBG) non-estitent or HOME non-participating
jurisdictions that have an area median income béh@wnon-metro median income. Counties
below this level include Allegheny, Caroline, Doesker, Garrett, Kent, Somerset, Washington,
Wicomico and Worcester.

4.4 Leveraging and Long Term Subsidies

4.4.1 Leveraging (20 maximum points)
The extent to which Department funds are usedverége other project funding sources will be
considered. Points will be awarded based on theepeof non-Department funds specifically
identified and designated to supplement Departfugrdts. Recognizing that fixed transactional
and other development costs may place rural psopach competitive disadvantage for leverage
purposes, the Department will score qualified RBraljects (as defined in Section 4.3.3) using a
different point scale from other projects.

For purposes of this section, Department fundsigelthe State’s HOME Investment Program,
Rental Housing Production Program, Maryland Hou&tedabilitation Program, Elderly Rental
Housing Program, Nonprofit Rehabilitation Progr&@onmmunity Legacy Program and the
Partnership Rental Housing Program. Because tparaent administers Tax Credits, equity
derived from Tax Credits allocated from the State&dit ceiling also will be included in
Department funds for computing leverage. Equityvaéel from Tax Credits not allocated from
the State’s credit ceiling (i.e., 4% tax creditsasated with tax exempt bonds) will not be
considered a Department subsidy for computing beyesr
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Other Federal (including bond financing and unalted Tax Credits and local funds originating
from State Small Cities Community Development Bl@iants), State, local (including HOME
Investment Program funds administered by locali@p#ting jurisdictions) or private funding
will be considered leveraged funds.

In order to compare the Tax Credit equity acrobprajects, an imputed raise-up amount, based
on current market rates, will be determined ancdanned by the Department.

For Tax Credits that may be awarded in connectiibtin avtax credit eligible basis increase
allowed for projects in Qualified Census Tract®dficult Development Areas referenced in
Section 4.2.1only the equity derived from Tax Credwarded for the lower basis will be
considered Department funds. Equity derived fraar Tredits awarded in connection with the
increased QCT or DDA basis will be considered laged funds

The leverage ratio will compare all Department fitmlall project costs. Since total
development costs, as used in this Guide, do atde certain costs that can be paid from Tax
Credit equity, these additional costs will be irtEd in the calculation as well. The extra costs
are developer’s fee, funded guaranties and reseamessyndication costs.

In mixed income developments, the Department willgate leveraging on the affordable rental
units only. The total costs of the project will fp@rated using the number of bedrooms in the
affordable units.

Percent of Adjusted Net Costs Leveraged Leverage Points Rural Project
Greater than 50% of adjusted net costs 20 20
48% to 49% of adjusted net costs leveraged 19 20
47% of adjusted net costs leveraged 18 19
45% to 46% of adjusted net costs leveraged 17 18
44% 16 17
42% to 43% of adjusted net costs leveraged 15 16
41% 14 15
39% to 40% of adjusted net costs leveraged 13 14
38% 12 13
36% to 37% of adjusted net costs leveraged 11 12
35% 10 11
33% to 34% of adjusted net costs leveraged 9 10
32% 8 9
30% to 31% of adjusted net costs leveraged 7 8
29% 6 7
27% to 28% of adjusted net costs leveraged 5 6
26% 4 5
24% to 25% of adjusted net costs leveraged 3 5
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23% 2 5
21% to 22% of adjusted net costs leveraged 1 5

20% or less of adjusted net costs leveraged

Example. (Note: all figures supplied in this exd&rgre for illustrative purposes only. In
particular, actual equity raise-up rates used ie #wvaluation may vary based on the
Department’s analysis of the syndication market Department will publish separately on the
Department website the imputed rate in advance&oh competitive round.) A 25 unit rental
housing project located in Baltimore County corssit 10 one-bedroom units and 15 two-
bedroom units. The total development costs fopthgct are $2,000,000. Financing for the
project includes a first mortgage private loan &2%,000, a second mortgage Rental Housing
Production Program loan of $285,712, a local cobtrion of $425,000 and an annual tax credit
allocation of $114,286. The imputed raise-up fatethis example is 75 cents on the dollar.
The owner’s legal and accounting costs for syndiceare $50,000, reserves are $50,000 and
the Developer’s fee is $225,000.

Step 1. Calculate the tax credit equity that Wwélprovided to the project.

Tax Credit Equity
Annual Tax Credits* $114,286
Credit Period X 10
Total Tax Credits = 1,142,860
Imputed Raise-up X .75
Imputed Subsidy (rounding) =$857,145.00

Step 2. Calculate the total DHCD subsidy.

Total DHCD Subsidy
Tax Credit Equity $ 857,145.0
DHCD Loans $ 285712
Total Subsidy $ 1,142 857.00

Step 3. Calculate all project costs.

All Project Costs
Total Development Costs $ 2,000,00
Developer's Fee $ 225,000
Guaranties and Reserves $ 50,000
Owner Syndication Costs $ 50,00
Total Costs $ 2,125,00(

Step 4. Determine the costs associated with tloedzible portion of the project.
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Adjusted Costs

Affordable BRs 40
Total BRs 40
% Affordable 100%

2,325,000
$ 2,325,000

1> 1

All Project Costs
Adjusted Costs

Step 5. Determine the portion of funds leveragethfother sources

Leverage Evaluation

Total State Subsidy $ 1,142 857
Adjusted Costs 2,325,000
% State Funds = 49.15%
Total Funds (4350:?;?/)
. 0
Lo toSE RS | =g i
Rounded

Step 6. Calculate the number of points for theget leveraged from the chart above.
51% of all costs leveraged equal 20 points.

4.4.1.1 Historic Leveraging and Bonus Points
Equity from the Federal Historic Preservation Tardt will be considered leveraged funds for
this leveraging calculation. A project that consiit apply for the Federal Historic Preservation
Tax Credit will receive 2 Historic bonus pointstiis category by: 1) including the federal
historic tax credit equity in the development bud@¢ including in the Department funding
application evidence that the Historic PreservaGentification Application, Part 1 — Evaluation
of Significance, has been submitted to the Maryldigdorical Trust (for review and forwarding
to the National Park Service); and 3) certifyingttthe project will complete the entire Federal
Historic Preservation Tax Credit application pracasd pursue the tax credit equity. The total
points available in this Section 4.4.1 will not egd 20 points.

4.4.2 Long-term Operating Subsidies (10 maximum poi  nts)
Points will be awarded to projects that maximizggléerm operating or rent subsidies derived
from non-project resources. The creation of resé&mds to subsidize rents or operations will
not be awarded points unless the subsidy is cléamiyed from non-project resources.

The subsidies must reduce the operating expengestdior the low-income tenants. The tenants
should pay no more than 30% of their gross incamnéadusing expenses, including utilities.
Project based rental subsidies, payments in ligexas, or other operating or social service
subsidies are encouraged.

For HOME patrticipating jurisdictions, maximum panhay be awarded for projects with a
subsidy of at least $400 per unit per year forrgopeof 10 years. For HOME non-participating
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jurisdictions, maximum points will be awarded foojects with a subsidy of at least $200 per
unit, per year for 10 years.

Fewer points will be awarded to the extent thatstitesidy per unit per year is below $400 for
HOME participating jurisdictions or below $200 fdOME non-participating jurisdictions, the
subsidy is for a term of less than 10 years, cayepent terms of the subsidy diminish its overall
value to the project. The Department will evaluae subsidy by computing the total value of
the subsidy and dividing it by the term in yearshaf subsidy and the number of units in the

project.
LONG-TERM (10 YEAR) ANNUAL OPERATING SUBSIDIES PER UNIT
Points Participating Jurisdiction Non-pgrti.cipating
Jurisdiction
10 Subsidy > $400 Subsidy > $200
9 = $350 to $399 =$175to $199
8 = $ 300 to $349 =3$150to $174
7 = $250 to $299 =3$125 to $149
5 = $200 to $249 =$100 to $124
3 = $150 to $199 = $75 to $99
1 = $100 to $150 = $50 to $74
0 < $100 < $50

4.5 Construction or Rehabilitation Costs (up to 5 Points Deducted)

Projects with construction costs greater thanithéd below will lose 5 points.

Construction or rehabilitation costs include allrkyancluding site development, associated with
the physical development of the project. The mtopests are obtained by dividing the total
amount of the construction or rehabilitation coat@cluding contractor’s profit, overhead and
general conditions) by the gross square footagdl of the buildings to be constructed or
renovated. The construction contingency shouldoedictored into this equation.

- New N
Type of Building Construction Rehabilitation

Townhouse $127 $131
Cottage, Single Family and
Semi-detached Dwellings 127 131
Garden Apartments 107 82
Units Stacke no elevator 116 95
E!evator Buildings :{4 floors 116 95
with frame construction)
El_evator Buildings (>5 f_Ioors 127 99
with concrete constructio
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* Buildings with parking structures or internal gisng will be evaluated on a case
by case basis. Provide area and square foot aoggafking related construction
separate from occupiable building in Form 212.

The Department, in its discretion and at least®@dn advance of funding round deadlines, may
review and revise these cost limits.

The Department, in its discretion, will considerivess of the point deductions in this category
for extenuating circumstances or for projects tlmhot readily conform as new construction or
rehabilitation developments, such as adaptive esansl substantial historic rehabilitation. Such
requests must be in writing and submitted at 18@stays in advance of application submission
deadline. Waivers must be requested in accordaitheSection 5.0 of this Guide.

4.6 Development Quality (60 maximum points)

4.6.1 Sustainable Development (33 maximum points)

Points will be awarded to eligible applicants wlembnstrate the environmental sustainability
and energy efficiency of their projects.

Subcategory | (5 Point maximum)
Five (5) points will be awarded for a developmemtposal that fits one or more of the
following:
1) TRANSIT ORIENTED DEVELOPMENT (TOD): TOD developmeis defined as having a
density that exceeds 25 units per acre, involve®duse or is part of a larger mixed use
undertaking, involves good non-motorized transgdedign (walkability), and a) is located within
0.5 miles of a mass or public transit or rail stafior b) is located within 0.25 miles of a bus
depot or bus stop with scheduled service at inte@tamost 30 minutes between the hours of
6:30am and 7:00pm; or
2) GREEN CERTIFICATION: The project must be devadpsing green building criteria from
Earthcraft, Green Communities Program of Entergdiesnmunity Partners, Green Globes,
National Association of Homebuilders (NAHB) Modetgén Home Building Guidelines, US
Green Building Council Leadership in Energy and iEonmental Design (LEED), Baltimore
City Green Building Standards or other similar peog promoting sustainable development
practices. The program’s published scoring chetchiisst be submitted and be completed by the
project architect or a qualified third party demimating a sufficient level of scoring to achieve
green certification as defined within the programdglines. (See Note below.); or
3) BROWNFIELDS: The project involves the redevel@mnof a “Brownfields” site approved
for participation in the Maryland Department of taevironment’s Voluntary Cleanup and
Remediation Program; or
4) The project achieves certification through LENBighborhood Development; or
5) HIGH DEVELOPMENT QUALITY SCORE: The project aevies at least 23 of 28 points
underSubcategory II, below.
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Note: Applicants may elect to substitute the wettarand critical area
buffers established by the Maryland DepartmentefEnvironment for the
mandatory site requirements found within the lisgpgen certification
programs. In addition, applicants may elect tossitiie a minimum density
requirement of 12 units per acre for attached siriginily or multifamily
structures 2 stories or greater and 6 units per facrsingle story structures.
Areas designated as wetlands or non-buildablecaliinvironment areas by
the Maryland Department of the Environment and jgubbn-buildable
easements may also be subtracted from the deraditylations. Certain
non-buildable steep slope areas, designated ca@igervareas, or green
space areas may be subtracted from the densitylatém on a case by case
basis.

Subcategory Il (28 Point maximum)
Up to 28 points will be awarded for projects basadhe qualities of the project design, material
selection and environmental and site consideragsrspecified in Exhibit 4A, 1-5. Department
staff will inspect the project and associated comitytand will thoroughly evaluate the plans
and specifications for compliance with these qigalit

For details of submission requirements, see Extwbit 1-5, 4B “Development Quality Base
Level Energy Standards Certification” and 4C “Diepenent Quality Base Level Green
Standards Certification” of this Guide.

All rehabilitation projects, except as otherwisevpded under Section 3.7.4.2, must submit an
Energy Improvement Report.

4.6.2 Amenities and Design Criteria (27 maximum poi  nts)
Under this category, projects will be evaluated awdrded points based upon the qualities of the
site and project design as specified in Exhibit 84). Department staff will inspect the project
and associated community and will thoroughly evi&ule plans and specifications for
compliance with these qualities.

For details of submission requirements, see ExBibi6-9, 4B “Development Quality Base
Level Energy Standards Certification”, and 4C “Diepenent Quality Base Level Green
Standards Certification”.
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Exhibit 4A: Development Quality Criteria

The Development Quality Scoring is divided into teextions: “Sustainable Development Criteria” btigh 5 with
28 possible points; and “Amenities and Design @etes through 9 with 27 possible points.

Sustainable Development: Criteria 1 — 5

(The requirements in this section are further erpldin Project Evaluation Criteria Section 4.6.1)

=

The Layout of the building(s) and the improvementspn the site, is well thought out and
complements the surrounding environment. (6 points)

] The building(s) and the other improvements orsiteeare located to provide superior accessibjlitaffic
flow, storm water drainage, recreation, noise rmatign, green space and energy conservation. (5i6tgp

[ ] The building(s) and the other improvements orstteeare located in such a way that they provie@sonable
accessibility, traffic flow, storm water drainagecreation, green space and energy conservatiod. (8ints)
[] The building(s) and the other improvements orstteeare located on the site such a way thatiig)(aot
conducive to better living and may contribute taligidnal costs in long run. (1-2 points)

Please consider the following criteria in assesgdints in this category; the first two criteriachld receive

greater weight than the remaining five.

* The building, parking areas and other improvemtdaghtfully utilize the site with a practical layiowvhere
transit, parking and exterior facilities can beemently accessed.

» The building parking areas and other improvemeake idvantage of existing topography. Excessiadigg
resulting in steep slopes or construction of laggaining walls is not anticipated nor is excessik@sion or
sedimentation control expected. Driveways andagicis do not require excessive engineering.

» For existing and urban structures, the setbackpanking provided is consistent with nearby buildiragnd local
requirements. On new structures, in addition &éahove, there is sufficient setback to providekways and a
buffer from adjoining properties.

» There are green space areas, courtyards or exsedting areas which provide privacy, recreational
opportunities, and a feeling of spaciousness.

* The site has adequate usable space for projecs msguroposed and does not have significant urtdized or
unused areas subject to ongoing maintenance. Bhnemo areas that will require significantly highiean
normal maintenance.

* Meets the accessibility needs of individuals witkadilities through integration of universal desggandards
with the site design.

* The project is connected to the local neighborhopdidewalks.

2. Material selections are of better than builder gra@ quality, environmentally friendly, and
designed for durability and long term performance with reduced maintenance. (6 points)

Please Note: For rehabilitation projects, faillweompletely replace or upgrade aging finishesufes, equipment
or systems and site conditions which are neariagetid of their useful life or show signs of excessiear,
deterioration, are in need of repair, are obsaleteefficient may result in a deduction of onddar points.

[] Building materials, furnishings and equipmeng af superior quality from reputable manufactureftering
proven long-term performance and significant sagiimgmaintenance costs. (6 points)

[] Building materials, furnishings and equipmeng axpected to provide better performance than stahdnd
longer than normal durability with normal mainteramn (4-5 points)

[ ] Materials, furnishings and equipment are expédb provide normal performance and durabilitytwit
normal maintenance. (2-3 points)

[ ] Major materials, furnishings and equipment axpected to provide minimum performance and limied
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with normal maintenance. (1 point)

Projects may be able to satisfy the goals of thiegory and receive full points in a variety of wayPoints will be
awarded based on the number of Criteria Creditssprd in the project. A list of the items which aligible for
Criteria Credits and their value is provided belowhe first four items in this list will receive ditional Criteria
Credits.

To score in the top box above (i.e. 6 points)i@get must also have a total of at least 12 Matke8election
Criteria Credits from the list below. To scoretite second box above (i.e. 4-5 points) a projacttrhave a total
of 8 to 11 Material Selection Criteria Credits frahe list below. To score in the third box (i.e.pdnts), a
project must have a total of 4 to 7 Material SelatiCriteria Credits from the list below. To scarethe fourth
box (i.e. 1 point), a project will have a totalto 3 Material Selection Criteria Credits from thst below

Material Selection Criteria Credits

Material Selection
Criteria Credits Item Description

1to3 Building exterior is at least 75 percent masonrgthier highly durable materials such as
cement fiber siding, stucco, stone, etc. For riditeatibn projects, needed repairs and cleaning
must be specified for existing finishes to receiagtial or full points.

2 Heavy-duty paving selected through-out with #fgetions provided. Paving section to equal
local requirements for standard duty residentiatiway or provide specifications which
indicate a stone base of 8 inches or greater Wwiltombination thickness of the asphalt base
and top coat being at least 5 inches.

1to2 Improved resident comfort and conveniehceugh installation of central or split HYAC
systems for community area(s) and units. Pack&ye&iC units which have duct work
serving all major room and providing adequate etinm capacity will receive one point.

2 High performance roofing specified for duralilitwarranties should equal or exceed 20
years for flat roofs and 30 years for pitched sleidgoofs.

1 Exterior trim is upgraded to composite or seteaterials or exterior trim will be rehabilitated
to meet historic standards. Interior finish eletaeneet historic standards as applicable.
Architectural accessories such as decorative dandow, corner eave, cornice and column
details or other special features provided.

1 Cement fiber siding, stucco, EIFS or significas¢ of masonry or highly durable material
exterior selected as an alternative to vinyl sid{itnese points are not available if project
receives points in the first item above for 75 petmr more masonry or other highly
durable materials.)

1 The plumbing and electric fixture package is aplgd for improved functionality,
appearance, low-cost maintenance and durabilitye architect must clearly show then
products selected are better quality than basddxugrade selections. Identify manufacturer,
product line and provide a narrative or literatsugporting higher quality. Residential
electric fixtures must be Energy Star rated exaggndescent light fixtures where CFL light
bulbs are provided. Product specifications areiged in the application submission.

1 The interior door/trim package has been upgrao@@nel doors, grade 2 or better quality
hardware, wood trim or additional treatments. tnfation must be provided to confirm the
quality of each of these items.
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1 Heavy (i.e. 18 to 20) gauge metal, solid coredyaw top quality foam filled fiberglass entry
doors unit entrance doors with durable frames andvirare selected.

1 The cabinetry is upgraded with plywood boxes @dunchble finishes and hardware.

1 Floor coverings are upgraded to significantlyhleigquality longer lasting products. Carpet is

26 oz. high density nylon yarn or heavier with eognized stain resistance treatment. Hard
finish flooring is upgraded to products with a ¥Yiefle 10 year or longer warranty.

1 Ceramic tile bathrooms with sealed grout are idiey. Bathrooms with ceramic tile flooring
and better quality fiberglass shower or tub surdsupreferred. Alternately, ceramic tile tub
surrounds with ceramic tile floors or sheet goddering having a ten year or longer warranty
are acceptable. Cementitious backer board reqtoreall new tile installation.

1 Framing/decking system significantly upgradedraowmimum design standards for increased
insulation and durability.

1 Identifiable, project specific significant upgesdwhich provide increased performance, better
appearance, durability, and lower maintenance.

3. Design features provide comfort and energy efficieay over the extended period of the project
life. (Maximum 5 points)

Please Note: The base level standards are destriim the Base Level Energy Standards Certificatidhe
Exhibits section to this Guide. The Base Level@@n&tandards Certification must be completed arudlided in
the application to be considered for any criteriaints in the section.

The building design features and selection of equipent are clearly specified to maximize energy effiency
and sustained performance while minimizing tenant ad property utility costs. Up to Five (5) points nay be
awarded to projects which submit the fully executedBase Level Energy Standards Certification and fithe
following point categories:

5 criteria points  Building will follow Energy Staesign, verification, and commissioning processiltieg) in a 20
percent or greater improvement over code energgiaity levels, or buildings with design
prediction exceeding code energy efficiency requésts by 30% or more and not following the
Energy Star certification process.

4 criteria points  Buildings will follow Energy Staesign, verification, and commissioning processliiteng in a 15
percent or greater improvement over code energgiefty levels; or buildings will provide
design projections resulting in a 25 percent imprognt over code energy efficiency levels
without the Energy Star certification process, eh&bilitation buildings not achieving this level of
energy efficiency but completing all energy imprments identified on the Energy Improvement
Report as having an SIR of 1 or greater.

3 criteria points  Buildings with design projectiogsceeding code energy efficiency requirementstpetcent or
greater without the Energy Star certification ps;er Rehabilitation buildings not achieving this
level of energy efficiency but completing all eneimpprovements identified on the Energy
Improvement Report as having an SIR of 1.25 ortgrea

2 criteria points  Buildings with design projectiozeceeding code energy efficiency requirementsSpercent or
greater without the Energy Star certification pss;er Rehabilitation buildings not achieving this
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level of energy efficiency but completing all eneimpprovements identified on the Energy
Improvement Report as having a SIR of 1.5 or greate

1 criteria point  Buildings with design projectioesceeding code energy efficiency requirements byek@ent or
greater without the Energy Star certification pas;er Rehabilitation buildings not achieving this
level of energy efficiency but completing all eneimpprovements identified on the Energy
Improvement Report as having a SIR of 1.75 or great

Please Note: Code is defined as the current IECAIHRAE 90.1 as applicable to the type of building

Please Note: Verifications of construction instéibas, performance, and commissioning listed in4tend 5
point categories above are to be completed by #figat rater of RESNET or the Building Performanustitute,
or another rater recognized by Energy Star or tharjfand Energy Administration.

Please Note: Overall, building energy performanode projections must be completed or approved HyNET
or Building Performance Institute; or be in the fiolof REScheck or COMcheck code compliance cettiiits; or
be in the form of a comprehensive analysis fromalified building engineer or architect.

Please Note: In the 4 and 5 point categories aboggain buildings not eligible for the present Eme Star
certification program may elect to follow an eques process to the Energy Star pilot program (NMathily
Performance with Energy Star) which is designedbiaitdings 4 stories or greater.

4. Design features contribute to a sustainable healthgnvironment over the extended period of
the project life. (5 Maximum points) Failure to submit the fully executed Development
Quality Base Level Green Standards Certificatioifi,r@sult in zero (0) points in this
category. For rehabilitation projects no pointd wé awarded in this category if a fully
executed Development Qaulity Base Level EnergydaahCertification is not included in
the application.

Please Note: The base level standards are destiobehe Base Level Green Standards Certificatiotné
Exhibits section to this Guide. The Base Levek@tstandards Certification must be completed antlided in
the application to be considered for any criteriaints in the section.

The project demonstrates environmental sustainabity through conservation of resources and providing
healthier living conditions. Up to Five (5) poins may be awarded to projects which submit the fullyexecuted
Base Level Green Standards Certification and fit tie following point categories:

5 points Project achieves a high level of sustalmand healthy living features with 15 or mGmeen
Feature Criteria Credits.

4 points Project achieves a high level of sustalmand healthy living features with 12-Gdeen Feature
Criteria Credits .

3 points Project achieves a high level of sustalmand healthy living features with 9-Gt&en Feature
Criteria Credits .

2 points Project achieves a moderate level obfuable and healthy living features with &8en
Feature Criteria Credits.
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1 point Project achieves a basic level of sustdhand healthy living features with 5 or l€3seen
Feature Criteria Credits.

Green Feature Criteria Credits
Green Feature

Criteria Credits Item Descritption
15 Applicant agrees to make application for greemification from the group of nationally

recognized sustainable development programs idkhiifi Section 4.4.1, Subcategory |
of this Guide. Additional green feature criteridrs do not apply if the green
certification points are selected.

2 Reduction of Impervious Cover - On rehabilitatfrojects the existing impervious
surface is physically reduced by 20 percent or e

2 On new construction through the use of innovatieening, a detailed written statement
from the civil engineer shows a 20 percent or greduction in impervious surface area
over conventional design through the use of perifegadving, efficient narrower
compact road design, reduction in local parkingradces to a level where the project
needs will still be met, permeable spill over pagkareas, angled parking, shared parking
and driveways, narrower sidewalks, and greater pabhe open space adjacent to
impervious cover. (Please note that implementatfocertain listed examples may face
local jurisdiction obstacles and must be compligitth accessibility codes and standards.
While MDE supports progressive designs which agliisuitable for specific projects,
approval from local jurisdictions may require waer special processes.)

1 Site Work Management - Utilize the 2007 or entrversion of the Maryland
Stormwater Design Manuals to select Best ManagerReattices (BMP) for collection
and treatment of stormwater captured on site thrangximizing permeable surfaces.
Identify and utilize low impact treatment methodsls as open channel design in
conjunction with open section paving, rain gardgs retention devices) urban BMP
devices, disconnection of roof or non roof runofillection and reuse of water for
irrigation or other approved domestic use. Critgrdints awarded for projects utilizing
methods identified or recognized by the Maryland&/danagement Administration as
Stormwater Credits for Innovative Planning:

Natural area conservation
Disconnection of rooftop runoff
Disconnection of non rooftop runoff
Sheet flow to buffers

Open channel use

Environmentally Sensitive Development

1 Ventilation - Install Energy Star qualified, hatdcted to exterior exhaust fans in
bathroom and kitchen with spot ventilation to bakexhausted air; and install whole
dwelling fresh air ventilation system which provsdepproximately 15 cfm per person.
See ASHRAE 62.2

1 Recycled - Project uses at least 2 of the folhgwiecycled paving products, recycled
concrete aggregate or binders; recycled framindp&mrtrim or deck materials with
recycled content; mulch obtained from chippingreés removed during on site clearing
operations; donations of material from demolitioits as kitchen cabinets or appliances
to non profit organizations or other significaneuws recycled materials.

Multifamily Rental Financing Program Guide, Janu&4, 2011 50




Project Evaluation Criteria

Section 4

Renewable and Biodegradable Materials - Projeetses significant use of renewable
and biodegradable materials such as lumber, plyMloodng/walls and coatings, derived
from sustainable forestry and agricultural methods.

Construction Waste Recycling/Deconstruction - prgect will implement a
construction waste recycling plan in which condinrcwaste materials are collected,
separated and recycled instead of being sentandifill. The plan shall include a record
keeping function that shows the weight, type amspakition materials processed.

Local Material Procurement-The project makesaidecally available construction
materials thereby reducing associated transpontatists. Submit a plan consistent with
the local construction material procurement sestiminany of the recognized sustainable
development programs identified in Section 4.4uhc&tegory | of this Guide.

Interior Air Quality — The project makes primarse of all of the following: Green Label
carpeting, low toxic, low volatile organic compouf\dOC) paint, primer, sealers and
adhesives. Architect to reference national stahdach as Green Seal, South Coast Air
Quality Management District; Bay Area Air QualityaWlagement District, or equivalent
standard. In addition, unsealed engineered or ositgwood products to be free of
added urea formaldehyde. See ANSI A203. The tahvill verify compliance of
green products during the submittal review and waoson verification process.

Reflective Roofing — Install light colored/higlbado roofing Energy Star rated. On flat
roof surfaces application to be at least 75 peraftactive roofing. On pitched roofs,
reflective shingle roofing will be considered isaitable product showing dirt and stain
resistance is selected.

Reflective Paving —Install light colored/high edlo materials with a minimum solar
reflective index of 0.6 (60 percent) or open gravipg on at least 75 percent of site
paved areas.

Exterior Lighting — Install Energy Star qualifiegterior lighting which has dark sky
features for parking area and site.

Healthy Flooring — Install non- vinyl, non-caretrd surface floor coverings in all
rooms. Architect to review the need for addingrebattenuation elements where hard
surface flooring is selected.

Innovative Lumber Conserving Practices — Use emgagklumber or manufactured
framing methods which conserve materials and doeipton the use of full dimensional
lumber and also reduce site originated waste. tifgesystems to be used. Provide
documentation that at least 25 percent (by coseproject wood products and
materials are certified in accordance with the BoBtewardship Council (FSC),
American Tree Farm System (ATFS), Canadian Staisdasdociation (CSA) and
Sustainable Forestry Initiative (SFI). Innovativagices such as Optimal Value
Engineering (OVE) or other system conserving makgior increasing energy
performance over conventional framing practices glslifies for receiving points.

Recycled Water - The project utilizes site ruhvedter, roof run-off or recycled gray
water for irrigation or other code permissible us@gater is effectively and practically
stored and distributed to reduce the need foreacedomestic water.
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5.

OO o0

1 Geothermal Heat Pumps - The project will utilggmthermal heat pumps for common
area or apartment HVAC.

1 Solar Energy - The project will utilize solar egyefor any of the following: water
heating; heat and cooling systems; lighting; octele generation.

1 Integrated Pest Management - Implement an inedjf@est management program
equivalent to the HUD Healthy Homes Initiative.

The building and the project site, including the marby surroundings, provide opportunities
for recreation, education, convenient access to nmfransit or rail systems and community
activities. (6 points)

Ample opportunities for recreation, use of pulbtemsportation, education and community activites
available on the project site and nearby vicin{#y points)

Moderate opportunities for recreation, use of [mitransportation, education and community actastare
available on the project site and nearby vicin{#=5 points)

Limited opportunities for recreation, use of pgalitansportation, education and community actestiare
available on the project site or nearby vicinitg-3 points)

Recreational, public transportation, educatioma&ld community activities are unavailable on thejgcbsite
or are minimal or nonexistent in the vicinity. (Qaaints)

Please consider the following in assessing poimthis category:

o

[
[

The proximity of parks, schools, cultural centand ather public facilities used by the residents.
Shopping is convenient to the project. Basic s&wisuch as grocery and drug stores are locatebynea
Public transportation is located near the projédtgularly scheduled public transportation is atdé at the
site or within a short walking distance.

Depending on whether it is a family or age-restdcproject, there are recreational, educationalnaedical
facilities within a short distance.

The project is not located in a high traffic or gested area; or an area which is non-residentighamacter.
The on-site community space and common areas aableufor the size and targeted occupancy of togept.

Amenities and Design: Criteria 6 — 9

(The requirements in this section are further erpldin Project Evaluation Criteria Section 4.6.2)

Building design and uses are compatible with the stounding environment and existing
neighborhood. (7 points)

Building exterior design features, finishes, tignd uses are compatible with the immediate rmgtood
and highly suitable for residential use and arendfigantly improved from their existing conditicinai
rehabilitation project. (6-7 points)

Building exterior design features, finishes amight and uses are not closely compatible withitimaediate
neighborhood, but, also are not distinctly differ&iom or complement the surrounding larger comrtyuot,
if a rehabilitation project, are moderately impral/&rom their existing condition and are highly siite for
residential use. (4-5 points)

Building exterior design features and finishes attractive but pose significant contrast with fugrounding
environment and neighborhood and are generallyaslit for residential use. (2-3 points)

Building exterior design features and/or finista@e not compatible with the surrounding commuaitg are
less suitable for residential use. (0-1 points)

Please consider the following criteria in assessdognts in this category:

The architectural design is consistent with or ctements the existing neighborhood;
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» The exterior finish materials are consistent whthse found on other buildings nearby or there iadequate
buffer from other buildings to introduce differdimtish materials;

* The building height and mass are consistent witlrlmestructures and are not overly imposing, paldity to
existing owner-occupied housing, but an adequdfferinom other buildings will be a mitigating fawt

» There are exterior architectural elements whichiatitest, functionality and generally improve gppearance
and quality of the building;

* For rehabilitation projects, the scope of work ures significant exterior renewal or cleaning afdines to
provide a positive visual impact on the neighborhoo

» The building is located in an area that is residérappropriate mixed use area with businesseses highly
compatible with a residential neighborhood; and

» The building(s) is (are) located in a recognizeghpkd residential growth or revitalization district

7. Individual unit sizes are spacious and the floor @ns well designed. (7 points)

[ Individual units are spacious and well designétih\generous space dedicated to living and workireps and ample
closets and storage spag®lore than 650 Net sf area for predominant 1-BRsuaitd 20% more area for each additional
bedroom unit, preferably with the smallest bedramnless than 10’x11’ in clear size. For SROs¢igfficies and other
approved special needs housing, more than 542fi\betraunit. (6-7 points)

[ Individual units are well designed for comfortativing and working, with adequate closet and aer space. (600 - 650
Net sf. area for predominantly 1-Br units and 20%renarea for each additional bedroom unit, prefdyalith the smallest
bedroom not less than 10'x10’ in clear size.) 5(geints)

[ Individual units are less than 600 Net sf (1-Buj adequately laid out for living and working widdequate closet space. (2-
3 points)

[ Individual unit sizes are restrictive and or hamoverall non-functional floor plan or undesiratdrrangement. (0-1
points)

Please consider the following in assessing poimthis category:

» If the closet space is significantly inadequatethatsize and lay-out is reasonable, deduct 1 point

» If the floor plan is not efficient, has poor propions, does not have a practical traffic flow ooyides
inadequate space for furniture placement, butiteecf the units and closet space are reasonaddieicti 1 to 2
points.

» Failure to provide a second bathroom in 3+ bedraaits will result in the loss of 1 point.

* Projects with half bath on living/dining/kitchervid are preferred.

8. The site is suitable for the proposed developmennd limited or no extraordinary or
unanticipated geotechnical, environmental or utility infrastructure costs are indicated. (6
points)

[] Site improvement costs are reasonable (no mane 8% of the net construction cost unless the land
acquisition cost was proportionally discounted &flect the increased site development cost) wigired
development costs included in the budget. All seary investigative reports do not reveal any gigant
issues at the site, and the Department’s experiérdieates limited risk of unanticipated costslie t
construction budget. (5-6 points)

[] Site improvement costs exceed the reasonabldastéiimore than 18% of the net construction caasty all
necessary investigative reports and the Departrsestperience indicates moderate risk of unantieigatosts
in the construction budget. (3-4 points)

[] The site improvement costs exceed the reasostidard and limited investigative reports are sitted
with the application, or the submitted reports be Department’s experience indicates consideraisle of
unanticipated costs unaddressed in the construdiicdget. (1-2 points)

Depending on the severity of the condition angh@iential for construction period risk, deductioofsl-3 points
will be made for each potential condition which ltbresult in unbudgeted site costs related to thefving:

* Unsuitable soils;

» Extensive haul-in/haul-off changes for earth renhogkated to an unbalanced site;

» Steep slopes;
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Rock removal;

Wet conditions, dewatering;
Asbestos or lead removal;

Qil or chemical contamination;
Unidentified utility expenditures; or
Other site specific conditions.

Unit amenities are consistent with or better than menities in other similar projects in the
market area. (7 points)

Varieties of unit amenities are available whiagle aubstantially better than the amenities provitdgd
comparable projects in the competitive market aféaZ points)

Unit amenities are moderate and either retainedeplaced, but are somewhat better than the arremnit
provided in the similar projects in the competitimarket area. (4-5 points)

Unit amenities are moderate and either retainedeplaced, which are about the same or similathe
amenities provided in the similar projects in tlwerpetitive market area. (2-3 points)

Unit amenities are limited or none, either retadhor replaced, and are less than the amenitiesiged in the
similar projects in the competitive market areal(Points)

The following should be considered unit amenitiesdoring this category:

Appliances including
o refrigerator,
range or stove,
dishwasher,
garbage disposal,
microwave oven,
o washer and/or dryer;
Secure electronic building entry features undeividdal resident control;
Walk-in closet or additional storage area;
Ceiling fans;
Bathroom heaters;
Upgraded window and door security features inclgdieadbolts, security bars, electronic alarms;
Reasonable kitchen cabinet and counter space;
Window and patio door treatments;
Balconies or patios;
Incorporates universal design features in commeasaand dwelling units in order to better integrate
individuals with disabilities into the communitsome examples of basic universal design featuphsdes: no-
step entry; one-story living; doorways 32-36 inchéde; hallways 36-42 inches wide; extra floor sgédtoors
and bathtubs with non-slip surfaces; thresholdsaraflush with the floor; good lighting; leveraohandles

and rocker light switches

O O 0o
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Exhibit 4B: Development Quality Base Level Energy Standards
CERTIFICATION

The undersigned applicant hereby makes applicaidhe Department for a loan and/or tax creditspant to one or more of the
Department's Rental Housing Programs and certifieg the following development Base Level Energgn8ards will be
incorporated into the project design and final wpr&duct:

1. Energy Improvement Report submitted for exisbogdings.

2. Energy Star qualified heat pump, furnace, bpi&@r conditioning or ventilation equipment all WwiEnergy Star qualified
thermostats for equipment requiring thermostats.

3. Energy Star appliances.

4. Energy Star qualified lighting, or Energy Stabél compact fluorescent lamps in conventionalifes the combination of which
make up 70 percent of the interior lighting.

5. Insulation for new construction, substantial atahtation construction or adaptive reuse congiomcto meet Energy Star
recommended levels or be 15% or more above codenjuéve levels.

6. A building draft stopping and air sealing scapevork to be included in the project specificagovith minimum verification
completed by sampling 10% of the units with a blodeor tester. See Energy Star or the DepartmeBhefgyBuilding America
Best PracticesVolume 4.

7. A building duct sealing scope of work includedtie project specifications with minimum verifiat completed by sampling
10% of the units with a duct blaster test. See @&n8tar or the Department of Enefgyilding America Best Practic&olume 4.

8. Energy Star qualified windows, or windows ratedthe National Fenestration Rating Council havany-factor_< .340 and
SHGC < .55 except Garrett and Allegany Countiesravittee U-factor must be < .35 and the SHGC is nasidered.

1. Please Note: Moderate rehabilitation will be sulijéc the base level energy standards unless theggnienprovement
Report (Audit) determines compliance with the staidd is not cost effective as determined by théngavto investment
ratio and cost effective ratio (CRE) establishedhesgram minimums. All Energy Conversation MeasyEsM) with a SIR
of 2 or greater and a CER of 10 or greater are riegd to be included in the project scope of workess the ECMs are
determined to be unfeasible due to space limitatamtess or other valid reason as determined byetiergy auditor or
project architect.

2. Please Note: Historic projects will be subject he tbase standards except where state or federalvaion standards do
not allow or recommend specific work tasks, theeg@némprovements compromise the historic characofethe project, or
the work is not cost effective or feasible as tistethe proceeding paragraph.

3. Please Note: On rehabilitation projects, a qualifienergy auditor, RESNET or Building Performancstitote certified
rater or other building energy professional skilled evaluating similar multifamily buildings willubmit a preliminary
analysis of the existing building conditions aneéntfy cost effective energy improvements by piagaa preliminary
Energy Improvement Report which minimally addreske predominate building and unit types withia finoject. Projects
approved for funding will submit a comprehensiveegy Improvement Report with or before the viapitubmission
package. Energy Auditors must be approved by thEWAEprogram or MEA. The energy audit must includ@l@ and CER
calculator schedule.

4. Please Note: The Energy Improvement Report wilk tisto account the current and projected energyfqrenance of the
building. Energy improvements with a SIR of 2 mager and a CER of 10 or greater must be incluitethe project scope
of work. The goal is to make existing buildingseasrgy efficient as possible while taking intoaett practical financial
and construction limitations. Except as otherwisevided in Section 3.7.4.2, THE ENERGY IMPROVEMERREPORT IS A
THRESHOLD EVALUATION ITEM FOR REHABILITATION PROJEG@nd.rehabilitation projects which fail to submita
minimum a preliminary Energy Improvement Reporhwlie application will not be considered for funglin
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IN WITNESS WHEREOF, the applicant has caused tb@ithent to be duly executed in its name on_this
of , .

(Full legal name of Sponsor) (Full legal name of Architect)
Signature: Signature:

Name: Name:

Title: Title:
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Exhibit 4C: Development Quality Base Level Green Standards

CERTIFICATION

The undersigned applicant hereby makes applicatidhe Department for a loan and/or tax creditspant to one
or more of the Department's Rental Housing Programg certifies that the following development Baswel
Green Standards will be incorporated into the mtagesign and final work product:

1. Demolition Plan — On projects where demolitioifl wccur, submit a demolition plan which identsiesound
practices for managing waste and hazardous maeBgecify methods which are environmentally samsiand
create less pollution. Identify opportunities fecycling.

2. Chlorofluorocarbons (CFC) — Where new HVAC equémt is specified, there will be no use of CFCigeirant.
Where CFC refrigerant equipment is being removpdgify standards for capturing and disposal of @faerials.
For retained CFC refrigerant equipment, include oangrehensive inspection, maintenance and phaseorout
conversion plan.

3. Site work — Employ MDE 1994 Standards for Sgddton and Sediment Control during constructiommit.area
of disturbance to immediate work area. Site warkicgpated in non-optimum conditions such as wedefing or
poor drying periods must be completed with the apglrand direction of the geotechnical engineeraddition to
reviewing the cost and schedule benefits of suchkwthe engineer must consider the potential fovease
environmental impact. Limit access to the site mvikehicles or construction activity environmentadggrade the
site.

4. Landscaping - new plantings shall utilize aste50 percent native plantings. Select nativghlhisuitable,
drought /disease tolerant plantings suitable fer pinoject soil and microclimate. Where there azalthy large
existing trees, make considerations for preservirgure trees in the site plan. Utilize shade, Wirdk and
screening benefits of plantings in the projecigtes Protect trees during construction.

5. Moisture and Mildew — Correct all observed arefimold, mildew and moisture infiltration withihé building.
On existing structures, the Building Evaluation Bepor environmental report will identify these ase Identify
remedies and accepted practices for treatment.

6. Radon Gas — For Projects located in EPA Rad@a Xone 1 install a passive radon gas reductioa gjptem
with vertical venting convertible to mechanical tieg unless testing indicates there is no radon lgamard as
determined by EPA standard. This requirement i fom projects where radon gas poses a legitirhatzrd.

7. Recycling Plan, post completion — Provide spaeé containers or site for household recycling.cdemage
resident to recycle. Address recycling in managemplam.

8. Water Conserving features — Project water feduand faucets conserve water. Toilets — 1.6 @kbwo less per
flush, shower heads — 2.0 GPM. Bath and kitcheoefm2.0 GPM or less.

9. Smoking Areas — Designate permitted smokingsardaocate outside smoking areas at least 25 faydvwom
entry air intakes and residents’ windows. No smgkn building interior common areas.

10. Site Location — New Construction projects aoé Inocated in FEMA Flood Zone Areas except zonesr X
which are minimal risk areas.

11. Habitat Protection — Where development of theggegt removes prime habitat for a protected oraegéred
species, the developer must provide an offsite emvasion lease or easement for replacement habhtath is a
minimum of three times the area of habitat loshie development of the project or consistent wititeSor Federal
requirements, whichever is greater. The consemdgiase or easement shall be perpetual or a miniofils@ years.
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IN WITNESS WHEREOF, the applicant has caused tbuchent to be duly executed in its name on_this

day of
(Full legal name of Sponsor) (Full legal name of Architect)
Signature: Signature:
Name: Name:
Title: Title:
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5.0 Waivers

5.1 Waivers — General
In general and unless specified elsewhere in thtsi@, the Director of Multifamily Housing
may grant waivers of the criteria and procedurahimGuide based on the factors for
considering waivers. In addition, the Code of Mang Regulations (COMAR) allows the
Secretary of the Department to waive or vary paldicprogram regulations to the extent that the
waiver is consistent with the governing statuténithe determination of the Secretary, the
application of a regulation would be inequitablecontrary to the purposes of the governing
statute. The standards for each RHF program Vigitly, so applicants should consult
COMAR Title 05 and Regulations .05.01.32 for thddfly Rental Housing and the Rental
Housing Production Programs; 12.01.22D for the HORt&gram; and 05.02.16B for the
Multifamily Bond Program.

In general and unless specified in Section 5.2vbeldultifamily Housing requires applicants
considering a request for a waiver of the ThreslolBvaluation Criteria in this Guide to submit
such requests in writing to the Deputy Director,lfiflamily Housing Development Programs, at
least 90 days in advance of the application subamsgeadline.

This provision for waivers applies only to stataded programs and state-imposed threshold and
competitive criteria for Tax Credits, HOME, and teltifamily Bond Program. Federal
regulations affecting Tax Credits, HOME and the tilamily Bond Program may not be waived
by the State, and applicants should consult thtgrreey or tax advisor on the possibility of
waivers of Federal requirements.

5.2 Waivers of Threshold or Competitive Criteria
Previous Project Performancésee 3.2.1 above) — for defaults involving Departiioans,
waivers of the restriction on participation in fumgl rounds may be granted for development
team members that were not involved in the defdutian for at least one year prior to the
default. In the case of other defaulted loansyeraimay be granted based on the circumstances
surrounding the particular default. A waiver unttes section must be approved by the
Secretary. Among the factors considered in grgrdiwaiver are:
* Reasons for the default;
* The applicant’s role in the defaulted property aggponsibility for guaranties or operations

of the defaulted property; and

» Performance of other properties in the applicgmbitfolio.

Previous Participation(see 3.2.3. above) — the Department may grantersaior development
team members unable to meet Department processiogrements based on the justifications for
requesting waivers based on the factors for conaglevaivers under Previous Project
Performance set forth above. A waiver under taetisn must be approved by the Secretary.

Construction or Rehabilitation Costésee 4.5 above) — requests for waivers of the qpeare
foot maximum new construction or rehabilitationtsasiust be submitted to the Department at
least 30 days prior to the application submissieadtine. The Department may grant waivers
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based on staff evaluation of the project’s confaragawith other application criteria, extenuating
circumstance of the adaptive reuse of existingctires, the need to meet the Secretary of the
Interior’'s Standards for Historic Rehabilitatiohgpplicable), the amount of equity and other
financial resources leveraged, unusual site canditipublic infrastructure requirements, and the
experience of the design professionals and thergecentractor for the proposed project.

Rehabilitation (see 3.7.4 above) — requests for waivers of tle0®D per unit cost minimum

may be submitted to the Department with the appdindor projects that can demonstrate:

2. A strong need for preservation of affordable hogsmthe market area;

3. Affordable housing units will be lost if the projas not financed using Department funds;
and

4. Adequate reserves based on a capital needs ass¢g®rfermed by an engineer or other
gualified professional will be available to the jewxd.

Acquisition of Schools or School Sitdsee 3.8.1 above) - waivers of this policy magtanted

only if the following conditions exist:

1. All other potential sources of funds have been bbagd are clearly unavailable, and it is not
feasible to undertake the project without bendfDepartment funds for acquisition; and

2. The project has particularly high public purposehsas serving an unusually high percentage
of very low income persons or location in a magdeeta not otherwise served by Department
programs.

Builders Fees ( see 3.9.2 abovejor small projects and/or projects will specializstvices or
consultants with proposed builders fees in excé48% overall cap, requests for waivers may
be submitted to the Department 30 days prior ¢écagbplication. Applicants must include a
detailed explanation of the reasons for the in@eéédmiilder’s fee with the request for a waiver.
Staff will evaluate waiver requests for reasonadson a case-by-case basis to determine
compliance with the threshold requirements. Ingireathe fee to increase the Tax Credit
eligible basis is not a valid justification for aiwver.

Architects Fees (see 3.9.3 abovddr small projects and/or projects will specializatvices or
consultants with proposed architect fee in excédiseodefined cap, requests for waivers may be
submitted to the Department 30 days prior to th@iegtion. Applicants must include a detailed
explanation of the reasons for the increased a&ucitfstfee with the request for a waiver. Staff

will evaluate waiver requests for reasonableness case-by-case basis to determine compliance
with the threshold requirements. Increasing tleetéeincrease the Tax Credit eligible basis is not
a valid justification for a waiver.

Civil Engineer Fees (see 3.9.4 abovddr small projects and/or projects will specialized
services or consultants with proposed civil engiriee in excess of 5% net construction costs,
requests for waivers may be submitted to the Depart 30 days prior to application. Applicants
must include a detailed explanation of the reasonthe increased civil engineer’s fee with the
request for a waiver. Staff will evaluate waivequests for reasonableness on a case-by-case
basis to determine compliance with the threshagirements. Increasing the fee to increase the
Tax Credit eligible basis is not a valid justifiicat for a waiver.
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Developer’s Feegsee 3.9.6 above) - for projects with proposecetiper fees in excess of the
$2.5 million limit, requests for waivers may be sutied to the Department with the application.
Applicants must include a detailed explanationhef teasons for the increased developer’s fee
with the request for a waiver. Staff will evaluateiver requests for reasonableness on a case-
by-case basis to determine compliance with thestiolel requirements. Increasing the fee to
increase the Tax Credit eligible basis is not a\alstification for a waiver.

Project Phasing(see 3.9.9 above) — a request for a waiver ofréssiction may be submitted to
the Department with the application provided thatrsrequests include a market study meeting
the criteria of this Guide and demonstrating thatgubsequent phase(s) will not adversely affect
the leasing and operations of the initial phase.

Previous Participation and Project Financing and UWierwriting (see 4.1.2.1 and 2 above) — a
request for a waiver of the provisions for negaexelopment Team Capacity points may be
submitted to the Department with the applicatidpplicants seeking waivers must provide a
detailed written request including, if necessangependent studies or analyses by qualified
professionals (market analyses, capital needssamgsess, etc.) that back their request. Staff will
evaluate waiver requests for reasonableness oseabyacase basis to determine compliance
with the evaluation requirements.

Definition of Elderly Housing(see 3.6.4 above) — a request for a waiver ofdéimition must

be submitted to the Department prior to the appboadeadline and include: (1) a discussion
demonstrating the public purpose of the waiver estjuand why the project is most feasible with
the targeted elderly population; and (2) a markefysmeeting the criteria of this Guide .
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6.0: Loan and Tax Credit Processing Procedures

6.1 Processing Rental Housing Fund Loan Requests

If projects include RHF loan financing providedtbg Department, the following processes and
requirements apply. If projects also include Tagdits, additional procedures, described later in
this section, apply as well.

6.1.1 Reservations

Following approval of the recommended reservatispsnsors will receive funding reservation
letters. These reservation letters will include pineliminary terms and conditions for the
commitment of loan funds. They will also speciguirements that must be met in order for the
projects to be approved for commitment, includingcessing documentation and time frames.
The reservation is not a commitment to make a laad,the Department is not obligated to make
a loan unless it issues a commitment letter. Tépatment reserves the right in making a
reservation to substitute sources of funds, ithenDepartment’s sole determination, this
substitution will provide for a more efficient usgits resources.

A reservation may be canceled and an applicatidmdrawn from processing if any of the
following occur:

* The loan processing and submission kit requiremasitdescribed in this section are
not met. This includes a failure to meet the tiraenes established in each kit.

* The project is changed substantially from the ahgubmission. A substantial change
includes:

» a change resulting in a score reduction of theeless3% or a reduction sufficient
to drop the score below the cut-off score for thend in which the project was
approved;

» a significant change in the project’s design, firiag or amenities;

» a material reduction in the project’s income targgbr unit count;

» a change of the project’s sponsor or other membireadevelopment team
without the prior written approval of CDA; or

» achange of the project’s site.

* The project is changed so that it no longer mdéethrashold requirements.

» The project’s developer, sponsor or owner, or theireral partners, files for
bankruptcy or is the subject of an involuntary brapkcy.

» The project is for any reason no longer feasible.

» The project’s developer, sponsor or owner subraltef misleading or incomplete
information to the Department.
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6.1.2 Post Reservation Scheduling

The Department must approve any significant demiatifrom the project schedule set forth in
the application. In these cases, sponsors mustisupdated schedules, including an
explanation for the change, to the Departmentdoiew. Sponsors must promptly notify the
Department if for any reason projects that receresgrvations become infeasible.

The Department will monitor the progress of praggeat ensure timely completion. Tax Credit
and RHF Reservations and Tax Credit Carryover Allionis will be canceled if the project falls
too far behind its schedule in the Department'giaeination or if it is determined that
Department resources are in jeopardy of beingttogte State due to nonperformance by
sponsors. Failure to meet Department processimggsiies may also affect future scoring (see
also Section 4.1.1, Development Team Experiendeyde

For projects requesting RHF, the applicant’s preicgsschedule must be consistent with the
Department’s loan submission kit process. Forogept requesting an allocation of current year
Tax Credits, the sponsor must demonstrate thairthject will meet the requirements for an
allocation of the current year's Tax Credits. Beeefer to the Qualified Allocation Plan (QAP)
and Section 2.5 below for more information on pssoeg of Tax Credit reservations and
allocations.

6.1.3 Kick-off Meeting

Following the issuance of the reservation letteg, Department will schedule a “kick-off”

meeting with the sponsor. The multifamily lendiegm assigned to the project, including
underwriting, construction, tax credit and finastaff, will be present at the meeting. The
sponsor should require representatives of the aciatr and architect as well as the management
agent to attend. If any of the financing for tmejgct will require mortgage insurance, a
representative of the insurer also should be ptedahis meeting. Other Department staff that
may need to attend the kick-off meeting includeector or Deputy Director for Multifamily
Housing, Equal Opportunity Officer, the Departmsrattorney, and compliance and asset
management staff.

The purpose of this meeting is to review the rest@nm letter and gain a common understanding
of its requirements, terms and provisions for fertprocessing of the application. At the kick-off
meeting, the assigned team will review the requamts and time frames of the loan processing
schedule and submission kit processing in defsithe kick-off meeting, the assigned team may
elect to schedule a subsequent meeting with thesgpdo conduct a detailed site visit.

6.1.4 Underwriting and Construction Review

After a reservation letter is issued, the loan i@ppibn will be underwritten and detailed
construction plans and documents will be reviewefdie issuance of a commitment letter. The
review process is generally divided into two phase&sility and commitment reviews. In its
discretion, the Department may permit the submissica combined viability and commitment
package. Specific milestone dates for completiege reviews and issuing commitment letters
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are discussed at the kick-off meeting and set marmance with the Department’s submission
kit loan process.

Detailed guidance will be provided to sponsorstlgimut this process to assist the development
team in the preparation of construction plans amtkuowriting documentation. The architectural
requirements for each stage of this review aregtlilegined in the American Institute of
Architect’s (AlA) publication The Architect's Handbk of Professional Practice.

Additionally, other underwriting requirements wik detailed and made clear to all parties early
in the process. Projects in the advanced stagésvaelopment will be able to proceed at a much
quicker pace. In any event, the Department andssps should make every attempt to complete
all review requirements within the time frames matl in the reservation letter and kick-off
meeting.

6.1.4.1 Viability Review

During this phase of the review process, sponsdrsubmit updated application forms along
with more detailed construction and underwritingwoentation, all as specified in the viability
submission kit to be supplied at the kick-off megti Department staff will review the material
and issue a viability report to the sponsor. Tiadility report will include the Department’s
underwriting pro forma and a term sheet showingadranges in the anticipated loan terms and
conditions based on the findings during the viapieview.

6.1.4.2 Commitment Review

At this stage of review, sponsors will submit fiaglplication forms and complete construction
and underwriting documentation. After Departmeatf$ras reviewed the material, a
commitment report, including a final underwritingpgorma and updated term sheet, will be
prepared. The commitment report will be sent todponsor and the term sheet to the
Department’s attorney. Based on the findings exdabmmitment report and the viability report,
a draft commitment letter will be prepared and serthe sponsor. The Department’s goal is to
complete any adjustments to the draft commitmeter&vithin 15 days of issuing the
commitment report and to issue the commitmentrieké later than 70 days after the sponsor
submits the commitment review package. Once glistithents are made, the Department’s
attorney will finalize the commitment letter andgbepreparing the loan documents.

6.1.5 Initial Closing

Along with the loan commitment letter, the sponsdl receive a loan closing checklist. The
checklist specifies the closing documents thaspgansor must provide before the financing will
be closed.

The Department’s standard loan conditions are lgettén the commitment letter. The sponsor
should also review and understand the Departmdmdis and requisition requirements,
particularly those affecting the initial draw. Btaill be available to meet and review the draw
procedures. Copies of the draw procedures alsavaitable on the Department’s website at
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http://www.dhcd.state.md.us/Website/programs/rlafddaspx. The Department will move
expeditiously to initial closingHowever, the initial draw must be submitted to Mulifamily
Housing at least 15 business days prior to initiatlosing. Accepting the Department’s form
closing documents without modification will expesthe closing process.

Following the closing, Department staff will schéla servicing meeting with the sponsor to
review the terms and conditions of the loan. Théeting is intended to ensure that all parties
fully understand how the loan will be repaid anattbther conditions of the loan documents are
met.

6.1.6 Construction or Rehabilitation Period

Construction or rehabilitation of the project witbrmally commence once initial closing is
complete. Prior to the start of construction dratalitation, the sponsor and general contractor
must participate in a pre-construction conferenith the Multifamily Housing construction staff
and Finance Manager responsible for the projebe gurpose of this meeting is to review fully
all construction period procedures such as inspestby Department staff, draw requisition and
disbursement procedures and change order procealwdegquirements. All other project
lenders should be present at this meeting to ermssneooth inspection and draw process.

At the sponsor’s request, the Department may pemork on the project to begin prior to
closing of the Department’s financing. An Earlp®of the construction or rehabilitation may
be authorized only after issuance of the commitrtedteér. Approval for an Early Start will be
evidenced by written approval issued by MultifanHgusing. Work may begin when the
conditions of the Early Start letter are met arelghe-construction conference has been held.
The Department will not fund any costs incurrediark performed under an Early Start unless
the loan is eventually closed.

6.1.7 Developer Fee Disbursement

For transactions involving Rental Housing Funds,Dlepartment may allow up to twenty-five
percent (25%) of the total allowable developertstie be disbursed at initial closing, or through
substantial completion as determined by the issuahan acceptable certification of substantial
completion by the project architect. At substant@inpletion, the Department may allow an
additional 25% of the total allowable developegs to be disbursed.

The remaining total allowable developer’s fee wél disbursed after the project is one hundred
percent (100%) complete, cost certified, and thpddenent’s final closing requirements have
been completed.

The developer’s fee may only be paid from equiaghcflow, or other non-CDA sources of funds

and may only be paid if the loan is not in defaumt the developer continues to perform in a
satisfactory manner.
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Deferred developer fees will be disbursed aftemalst-pay debt and cash flow payments are
paid from net operating income. Payment of ansteservice’s fee will be restricted to $3,000
annually prior to payment of any Department loaynpent.

6.1.8 Final Closing

After the completion of construction or rehabilita, sponsors must complete a certification of
costs incurred that has been prepared by an indepenertified public accountant. The cost
certifications will be reviewed within 90 days @fceipt provided all construction close-out
documents and change order requests have beentwdb@fore or at the same time that the
cost certification is received. A final determioat of mortgage proceeds letter will be prepared
and sent to the sponsor for signature.

6.2 Processing Tax Credit Requests

If projects include Tax Credits and other financorgvided by the Department, the following
requirements apply in addition to the processiegspreviously outlined. However, if only Tax
Credits are requested, only the following procedare required. The remaining specific
requirements for the tax credit program are séhfior detail in theMaryland Low Income
Housing Tax Credit Program: Qualified Allocational(the Qualified Allocation Plan or QAP).
The following information is a summary only and Bggnts should review the QAP prior to
submitting an application for Tax Credits.

6.2.1 Reservations

Following approval, sponsors will receive eithet taedit reservation letters or allocations,
depending on the timing of the funding round. Reson letters are conditional commitments
to allocate Tax Credits. The reservation or aliocawill be for only those Tax Credits, in the
sole determination of the Department, necessarthtfinancial feasibility of the project and its
viability as a qualified low-income housing proje&ach reservation will be further subject to a
number of conditions. These conditions includesiiemission of evidence of timely completion
of the project and documentation certifying comptia with federal requirements. Owners also
will be required to verify project costs as a caiodi for a Carryover Allocation (as defined
below) and again at the time the project is planexkrvice. A reservation may be cancelled and
the project withdrawn from processing for the sae@sons discussed previously in the loan
reservation section (Section 2.4.1).

6.2.2 Limitations on Eligible Basis

CDA will exercise its discretion under 842(d)(5)(B)and 842(m)(2)(A) and (B) of the Internal
Revenue Code to limit eligible basis to an amotidetermines to be reasonable and necessary
for the long term viability of the project as affiable housing. This is not a limitation on the
amount of eligible basis allowable to a projectemitie Code, and a project whose eligible basis
allowable under the Code exceeds the feasibihtyt imposed by CDA may still be eligible for
Tax Credits. However, the maximum amount of Tagdls allocated to the project by CDA

will be calculated based on the eligible basistliapplicable to that project as determined by the
cost limitations and other restrictions containethis Guide.
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6.2.3 Allocations

Sponsors either must place projects in serviceinvitie year in which the Tax Credits are
allocated or qualify for a binding conditional cortiment to carryover the Tax Credits for up to
two years constituting a Carryover Allocation. {umlify for a Carryover Allocation, sponsors
must either:

* Meet all conditions in the reservation; and

* Incur at least 10% of the reasonably expected asitefined in 842 of the Code within
ten (10) months of the date of the Carryover Altaeg or

» For sponsors receiving a tax credit reservatiorfercurrent calendar year, sponsors must
submit a certification of expenditures to date ancestimate of the project’s total
reasonably expected basis by December 1 of thetlye@arryover Allocation is executed
by the Department.

For projects also receiving a loan from the Departinthe Department expects sponsors to meet
the 10% test by the issuance of the Departmenrdis tmmmitment.

To keep the Carryover Allocation and receive an F®8n 8609 (as discussed below), the project
must be placed in service by the end of the segeadfollowing the Carryover Allocation. Once

a project is placed in service, the sponsor skalliest the IRS Form 8609 from the Department no
later than 3 months after the first year the crisdilaimed for the first building receiving the
allocation. If the sponsor elects to defer thstfjear of the credit period until the succeedag t
year, the Department must be notified in writinglaer than 3 months after the original required
placed in service deadline for the project.

At the time buildings are placed in service andedjuired post-completion documentation is
received and reviewed and upon receipt of the tqiescribed above, the Department will
prepare and issue the IRS Form 8608x-Income Housing Credit Allocation Certificatjon
certifying the final amount of Tax Credits allocdt® each building in the project. A Form 8609
will be needed to claim the Tax Credits for anylding in the project. Before the IRS Form 8609
will be issued, the Department must receive andaygpcertain documents including the
following:
» Organizational documents for the project owner;
» Extended low-income housing covenant in form deieeoh by the Department, recorded
no later than the end of the first year of thedeedit period,;
» Documentation of placed-in-service date(s) and is@n settlement statement;
» Professionally prepared third party audit of progazirces and uses and statement of eligible
Low Income Housing Tax Credit basis for each bodgli
» An executed final determination of Department mageg proceeds;
* Full payment of all outstanding Department loan &a# Credit fees; and
* Registration of the project amww.mdhousingsearch.org.
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It is recommended that Sponsors obtain from theaegent an up to date list of the required
documents pertaining to the individual projectgooper and timely processing of the IRS Form(s)
86009.

Prior to issuance of the IRS Form(s) 8609, the Diepent also will undertake a final evaluation of
the project to determine the amount of Tax Crau#sded to make the project feasible. Only the
amount needed for financial feasibility and vialiks a qualified low-income housing project
throughout the 15 year compliance period will Hecated. Any additional Tax Credits previously
allocated to the project will be recaptured.

Multifamily Bond Program: Processing Applications

Applicants requesting Multifamily Bond Program fitting and non-competitive Tax Credits (not alloddtem the
State’s Tax Credit ceiling) should apply using &pplication Submission Package available on thedBtepent
website. All requests for the Multifamily Bond Bram are subject to Department underwriting andiraantion
reviews.

Applications for the Multifamily Bond Program wile subject to an initial Threshold Review (see i8e@ of this
Guide) and also must score at least 185 pointe@toject Evaluation Criteria as described iniSaet of this
Guide. Processing is subject to certain feesatesubject to change. For current fee informatitease consult
Exhibit A of this Guide and, for more current upeigtthe Department’s websitevatw.mdhousing.org.

Projects financed with Multifamily Bonds are eligifor non-competitive Tax Credits. The Departmsifitissue a
letter pursuant to Section 42(m) of the Internatdteie Code reserving Tax Credits to qualified poisj@rior to
initial loan closing. Applicants may elect to loickthe tax credit applicable percentage for theatimohe bonds are
issued by completing the CDA certification form dimge during the month the bonds are issued throlglifth
day of the following month otherwise the tax creapiplicable percentage will default to the month tlilding is
placed in service (see Internal Revenue Code 842f{p) (ii).) Projects receiving either mortgaigsurance or
subsidies from HUD may also be subject to subsigtgring review under 8911 of the Federal Housird) an
Community Development Act of 1992.

Projects financed with Multifamily Bonds must mé&etderal income-targeting requirements. Federahmoim
income-targeting election requirements for the Martily Bond Program are identical to the requireiseof the
Low Income Housing Tax Credit program: 20% of alits must be rented to households with income®%i &r
less of area median income or 40% of all units rbastented to households with incomes at 60% srdéarea
median income. The Department reserves the rigimpose an additional State income targeting requént for
bond projects. The Department continues to matigyMultifamily Bond Program to meet customer newils
updates posted to the Department website on aaebasis.

Expedited Processing

Eligible projects requesting Multifamily Bond Pragn financing may be processed under an expedittdrsy To
be eligible, applications must request tax exetimginicing without other CDA financing or assistanoegt
threshold review or receive a waiver in accordamitle Section 5.0 of this Guide, score at least ttal points
consisting of at least 55 points for DevelopmerdmdExperience and Financial Capacity, 35 pointd/farket
Study and, for new construction, 45 points for Depement Quality. For rehabilitation projects, Bepartment, in
its sole discretion, may permit expedited procegsfin projects with Development Quality scoresexfd than 36
points. If these requirements are met and subjexbnditional HFRC recommendation, the project egmect to
receive its inducement approval within 90 dayspglization submission.
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To ensure timely processing, the construction amteowriting review will be limited to an analysistbe project’s
overall conformity to the construction and undeting standards as established by the Department@mfdrmity
to federal requirements. The primary underwritiagponsibilities will be delegated to the crediamcers and thei
appropriate Delegated Underwriters and Servicet$SMDenders).

The Department is committed to the continued entraeat of the Multifamily Bond Program. Updateshe
Program will be highlighted periodically on the Rejment’s website.
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Exhibit A: LIHTC and RHF Application and Processing Fees

Exhibits

Low-income Rental Housing Fund
Housing Tax
Description Credit Due Date
Application $1,500. Funding for these programs is requestedFee must accompany
Fee (non- on the same application and requires a single application.

refundable)

application fee regardless of how many program

are involved.

S

Reservation Fee
(non-refundable)

$4,000. Reservation fee payments must be
remitted as invoiced with the reservation letter
regardless of how many programs are involved.

Fee must be remitted to
CDA’s Trustee per invoice.

Tax Credit
Allocation Fee
(non-refundable)

4% of the annual
tax credit
amount allocated

N/A

Varies depending on
financing and sponsor type|
See QAP for details.

Commitment Fee

N/A

1.5% of the loan amount.
May be financed.

Due at the earlier of initial
loan closing or bond
closing.

10% Expenditure | $1,000 for each | N/A Payable with application fof

Test Deadline month the extension.

Extension Fee deadline is

extended.

Tax Credit $4,000 per N/A Payable upon the filing of g

Allocation project request for an amended IR[S

Amendment Fee Form 8609 where the
amendment is not the result
of an administrative error
by CDA.

Closing Attorney’s | N/A Closing (first loan): Payable at initial loan

Fees

$25,000
Each Additional loan: $5,000

closing.

Tax Credit
Compliance
Monitoring Fee

$30 per unit per
year

N/A

Payable annually when
billed. Billing will
commence for $30
monitoring fee January
2012 for all units in service
CY 2011.

IRS Form 8823
Compliance Re-
Review Fee

$25 per unit per
occurrence

N/A

Payable with request from
the owner for issuance of an
8823 by CDA to correct a
previous uncorrected 88:
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Exhibit B: Bond Application and Processing Fees

Exhibits

Low Income | Multifamily Bond .
_ . Multifamily Bond
Description Housing Tax Program Program (Refinance)
Credit (Traditional) g
Application Fee | $1,500 $0 if included with | Fees range between Due with application.

(non-refundable)

application for Low
Income Housing
Tax Credits.
Otherwise $1,500.

$1,000 and $5,000 or
0.015% of the loan
option selected.
Consult program staff
for more informatior

Tax Credit
Allocation Fee
(non-refundable)

4% of the estimated annual tax cred
amount allocated.

itNone if no new
allocation of credits
sought.

Due in full upon issuance of the 842(m) letteiGYA, with
additional fee due upon issuance of 8609 for adtxatredit
amount over the estimate made at issuance of §4&tta).

Commitment or | N/A 1.5% of the first $10 Generally 1.5% of Due at the earlier of initial loan closing or lboclosing.
Origination Fee million of the loan | outstanding loan

amount plus 1% of | amount.

the loan amount

over $10 million.

May be financec
Assumption Fee| N/A None 1.5% of the loan Due at initial closing.

amount assumed
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Exhibit B: Bond Application and Processing Fees

Low Income | Multifamily Bond .
_ . Multifamily Bond
Description Housing Tax Program Program (Refinance) Due Date
Credit (Traditional)
Costs of N/A the actual costs of | $100,000 plus 1% of Due at initial closing for new loans and at chasfor refinance.
Issuanc issuance the new loan amoul
Negative N/A To be determined on each loan after each draw|. | Billed by CDA Finance after each draw.
Arbitrage It is the difference between bond yield and
investment yield on undrawn proceeds. A
letter-of-credit may be required to be posted
prior to closing for an amount sufficient to
cover the maximum amount of negative
arbitrage on the loan. Consult program staff
for more informatior
Non Usage Fee N/A 2% of estimatedNone Due before the POS is issued and bondsiaeglp This is
loan amount as a generally between 30 and 60 days prior to schedtlteing.
deposit against Credited to costs of issuance at initial closing.
costs of issuan
Closing N/A $25,000 (First | $5,000 Due at initial loan closing
Attorney’s Fees Loan)
$5,000 (Each
additional
DHCD-funded
loan)
Deposit: N/A N/A N/A Due at execution of Rate Set Agreen
MBP CLC/PLC | N/A CDA will bill for costs incurred in connectiomith extensions of the Due upon request.

Extensions Fee

maturity and/or delivery dates of GNMA securitieBhese costs may
include administrative charges, reasonable costxpenses incurred by
CDA and reasonable reimbursement or fees of afepsionals working
on the transaction in connection with any requestédnsion, including
costs, fees, reasonable hourly reimbursement, gmehses of bond
counsel, other in-house or outside counsel, amygagency, and any

financial advisor to CD#
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Exhibit B: Bond Application and Processing Fees

Description I:gvl;/slir;lzogi Multifamily BQnd Multitamily Bond Due Date
Credit Program (Traditional) Program (Refinance)

Tax Credit $4,000 N/A Due upon the filing of a request for an amended HaBn 8609
Allocation where the amendment is not the result of an adimédrirge error
Amendment Fe by CDA.
Tax Credit $30 per unit | N/A Due annually when billed. Billing will commence %80
Compliance per year. monitoring fee, January 2012 for all units in seevin CY 2011.
Monitoring Fe:
MBP Loan Pre- | N/A CDA will bill for costs incurred in connectiowith Due according to payoff statement sent by CDA Fieato the
payment redeeming bonds as permitted by the deed of trust borrower.

note. These costs may include negative arbitrage|f

45 days; unamortized costs of issuance and

premiums, if any; and administrative charges. Clinsu

CDA Finance staff for more informatic
IRS Form 8823 | $25 per unit | N/A Due with request from the owner for issuance 08823 by CDA
Compliance Re-| per to correct a previous uncorrected 8823.
Review Fe occurrenc
Equity N/A 1.50% of the Outstanding Principal Balanceldf t Payable upon agreement of redefinition.

Redefinitior Fee

Loan
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Exhibit C: Underwriting and Construction Review Process

Application Submission Package
Developer submits by application date; staff corgde
threshold review, site visit, selection review, kiaig and
obtains approval within 75 days of submission

v

Reservation Letter
Staff issues to developer within one week of apalov

v

Kick-Off Meeting
Staff schedules with developer within 10 days dédzH
reservation lette

Fast Track

Processing?
(per Section 6.1.4
of the Guide

A 4

Viability Submission Package
Developer submits within 90 days of
date of kick-off (120 days maximum)

v

Viability Review Report
Staff issues to developer within 60 days
of receipt of submission package

v

- — Viability / Commitment Submission
Commitment Submission Package Package
Developer submits within 90 days of Developer submits within 90 days of kick
Viability Report (120 days maximum) off meeting (120 days maximum)
Commitment Review Report / Viability / Commitment Report /
Commitment Letter Commitment Letter
Staff issues to developer within 70 days Staff issues to developer within 70 days ¢
of receipt of submission receipt of submission
Initial Closing
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